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Foreword 



Economics and Entrepreneurship is the newest addition to the Joint Council 
on Economic Education's Master Curriculum Guides, The primary publications 
in this series are A Frameworkfor Teaching the Basic Concepts, which presents 
the conceptual structure of economics appropriate for elementary and secondary 
schools, and Economics: What and When, which provides guidelines for the 
selection and sequence of economics in the curriculum. All other volumes in the 
series focus on specific grade levels or subject matter. 

Economics and Entrepreneurship is designed for high school teachers of 
economics, social studies, business education, and other subjects. It is appro- 
priate for teachers who wish to combine a study of basic economic concepts 
with an understanding of entrepreneurship. Economics and Entrepreneurship 
provides teachers with a variety of lessons and instructional approaches. The 
lessons can be used in the sequence presented here or can be adapted to meet 
the requireme nts of individual courses. "An Overview of Entrepreneurship in 
Economics" by Calvin A. Kent and Francis W. Rushing is an excellent analysis 
of how entrepreneurship can be effectively integrated into economics. The 
volume ends with "The Enterprising Teacher" by Gary Rabbior and Francis 
W. Rushing. That section shows how teachers can use entrepreneurial skills in 
exciting, effective teaching of entrepreneurship and economics. 

Economics and Entrepreneurship was funded by a^ grant from The Pew 
Charitable Trusts to The NFIB Foundation, an affiliate of the National Federa- 
tion of Independent Business. We appreciate their confidence and assistance. 

Much of the work included in this volume originated as part of the Economics 
& Entrepreneurship Education program in the Philadelphia schools. That proj- 
ect was funded by The Pew Charitable Trusts, The Sears-Roebuck Foundation, 
ARCO Chemical Company, Allstate Foundation, Barra Foundation, Bell of 
Pennsylvania, Chevron U.S.A., Inc., Conrail, Rouse and Associates, Sun Re- 
fining and Marketing Company, Tasty Baking Foundation, and the Quaker 
Chemical Foundation. 

Economics and Entrepreneurship adds a new dimension to the Master Cur- 
riculum Guides. We think the volume will assist teachers in combining entre- 
preneurship and economics in a truly exciting way. 

Stephen Buckles 

Presidejit 

Joint Council on Economic Ediccation 



Preface 



The Masiter CwriaUuin Guide series is designed to assist school systems ^ /ith 
the development of economics cuiricula for grades K-12. It conjusts of (1) A 
Framework for Teaching the Basic Concepts, (2) Economics: What and When, 
Scope and Sequence Guidelines, K-12, and (3) a series of volumes, each con- 
taining detailed classroom lessons that illustrate how the basic economic con- 
cepts and understandings can be taught at different grade levels and in different 
subject B^'eas. 

In addition to its use as a resource for curriculum planning, the series can 
be used by individual elementary and secondary school teachers for planning 
classroom instruction. Similarly, it may serve as r resource for providers of 
preservice and in-service teacher education programs in economics. 

Economics and Entrepreneurship is the most recent addition to the twelve 
volume series. It contains (1) an overview of the relationship between economics 
and entrepreneurship education, (2) seventeen complete and self-contained 
lessons, each focusing on economic concepts that are essential to an understand- 
ing of entrepreneurship and its role in the American economy, and (3) a descrip- 
tion of instructional practices that foster entrepreneurial behavior on the part 
of students. 

Users of previous volumes in the series will find that the lessons in Economics 
and Entrepreneurship contain several new features: definitions of economic 
terms, suggestions for adapting activities for students of different ability levels, 
and end-of-lesson tests and/or activities for assessing students' understanding 
of impcilant economic concepts and their applications for the analysis of entre- 
preneurial enterprises. Reduced pages of student activities and answer keys 
follow each lesson. 

The lessons can be easily incorporated in a variety of courses and curriculum 
areas. They can be used to supplement units of study in economics, business 
education, history, and other courses that examine how entrepreneurial ven- 
tures affect and are affecved by other aspects of our economy. 

June V. Gilliard 

Curriculum Director 
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AN OVERVIEW OF 
ENTREPRENE URSHIP 
IN ECONOMICS 



INTRODUCTION 

Education is facing new challenges as we approach a 
new century. During the past ten years, the United 
States has witnessed the rapid development of the world 
economy and the increasing pace of change in the domes- 
tic economy. These changes have mandated new ap- 
proaches to teaching students how to cope successfully 
with an uncertain future. Educators are liow beginning 
to design approaches to effectively develop within our 
youth enterprise skills that will prepare them for the 
21st century. Enterprise skills encompass those per- 
sonal dispositions, abilities, and competencii s related to 
creativity, initiative, problem solving, flexibility, and 
adaptability. These skills will also require the taking 
and discharging of responsibility as well as knowing how 
to learn and relearn. 

The overall rationale for developing enterprise skills 
is to enable youth to cope witl. and adjust to the manifold 
changes affecting every aspect of their lives, including 
work, leisure, social life, community affairs, and family. 
Students should see change as the norm to which they 
must adapt and indeed to which many will contribute in 
its direction and pace. Changes are affecting all of our 
nation's institutions — business enterprises, govern- 
ment, social organizations, and education. Businesses 
are moving away from old forms of organizations with 
their rigid functions and manager-employee hierarchies 
to more fluid forms that require more individual respon- 
sibilities as well as skills. Our educational institutions 
must respond, indeed take the lead, in developing enter- 
prise skills during the pre-coUege learning experiences 
of American youth. 

The goal of our educational system should be to help 
individuals to become enterprising individuals. Such in- 
dividuals have been described thus: 



An enterprising individual has a positive, flexi- 
ble and adaptable disposition towards change, 
seeing it as normal, and as an opportunity rather 
than a problem. To see change in this way, an 
enterprising individual has a security borne of 
self-confidence, and is at ease when dealing with 
insecurity, risk, difficulty, and the unknown. 
An enterprising individual has the capacity to 
initiate creative ideas, develop them, either in- 
dividually or in collaboration with others, and 
see them through. An enterprising individual is 
able, even anxious, to take responsibility, and 
is an effective communicator, negotiator, influ- 
encer, planner, and organizer. An enterprising 
individual is active, confident and purposeful, 
not passive, uncertain and dependent.^ 

An important part of the development of an enterpris- 
ing individual is learning economic concepts and devel- 
oping entrepreneurial skills and seeing how these skills 
and concepts apply to one's life. Economics and entre- 
preneurial education comprise a unique blend of compe- 
tencies and methods of problem solving for creating 
change and dealing with its consequences. Economic^ 
and em epreneurial education do not have as their sole 
objective the creation of entrepreneurs but rather the 
enhancement of creativity, aaaptability, the develop- 
ment of self-confidence, and the determination to 
achieve the goals ene has established for oneself. Learn- 
ing how the economy works and how the individual fits 
into it is a critical prerequisite to achieving personal 

*The Social and Economic Integration of Young People, Center 
for Educational Research and Innovation. Organization for Econcnic 
Co-operation and Developm nt. Paris. April 1988. p. 33. 
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goals. Learning about how the entrepreneur is an agent 
of change within the economic system focuses on how 
enterprise skills are applied by one segment of our popu- 
Ir/cion— the entrepreneur. The student will come to un- 
derstand that, although entrepreneurship ib ar achiev- 
able occupational objective, many of us may not choose 
it. However, all of us can make important contributions 
to society and the economy by practicing our enterprise 
skills. We may not all be entrepreneurs but we can all 
be enterprising and thereby enjoy our own professional 
and personal successes. 

The remainder of this section '^'^cusses entrepreneur- 
ship as an integral part of econo.nics and how it can be 
effectively integi-ated into a variety of lessons in micro- 
and macroeconomics. First is a discussion of what entre- 
preneurship is and what forms entrepreneurship takes. 
Second, this section demonstrates how the process of 
entrepreneurship should be integrated into both the mi- 
cro and macro dime nsions of economic theory and prac- 
tice. The section concludes with discussion of how 
entrepreneurship could be included in a variety of high 
school courses. 

WHAT IS ENTR'£PRENEURSH!P? 

Until a few years ago, very few people had heard the 
word entrepreneur, much less understood what it 
meant. To some, entrepreneurs were persons who be- 
gan their own business; to others, entrepreneurs were 
speculators who took risks with other people's and their 
own monies. Still to others, the entre^^reneur was the 
manager who coordinated the enterprise. There is an 
element of truth in each of these ideas, but each is too 
narrow and restricted. 

Entrepreneur's are the change agents who bring ma- 
terial progi-es.s to humankind. This statement is as true 
today as it has been in any past period or for any past 
society. Someone has to be the catalyst that challenges 
the present and creates the future. That individual is 
the entrepreneur. 

The best definition of an entrepreneur is "one who 
sees what others have overlooked and acts on that in 
sight." The essential characteristics of an entrepreneur 
are vision and courage. Entrepreneurs are essentially 
niche finders, seeinjr an oppoitunity and seizing that 
opportunity by implementing a new idea, process, or 
technology. Entrepreneurship, in the broadest sense, 
refers to all innovative and creative endeavors, whether 
they result in the formation of a new business, the reor- 
ganization of an existing enterprise, the discovery of a 
new technology, or the development of a solution to 
some social or political problem. 

There are five specific things that entrepreneurs do. 

1. EiiUvpymeurs intwduce a new good or service imo 
the marketplace. Well o\ er half of all the products con- 
sumed in America today were not a\?ilable as recently 



as 20 years ago. It takes only a moment's refleclioii or a 
glance around an American home to see CD players* 
microwave ovens, home computers, and stainproof car- 
pets. Bv^hind every one of these new ideas were people 
who saw .onsumer need that was unsatisfied and they 
had the *dea of how that need was to be met. They 
mobilized the resources and took the risks of bringing 
that product to the marketplace, knowing full well that 
if they guessed right, they would be rewarded and if 
they guessed wrong, they would fail. 

2. Entivpreneurs discover neic resources or new uses 
for old resources. Early in the economic history of this 
nnion, entrepreneurs went West seeking fertile land 
and the mineral wealth that lay beneath it. They over- 
came the obstacles to bring the riches of the eartn to the 
marketplace. There is truth in the adage ^'resources do 
not exist, they become" as people discover ways to use 
previously worthless material. That is the function of 
the entrepreneur. In this day, the entrepreneur does 
more thai, just discover new resources, such as addi- 
tional supplies of oil, natural gas, and scarce minerals. 
There are tremendous opportunities available to entre- 
preneurs who will discover how to put old resources 
to new uses, such as recycling waste and developing 
renewable sources of energy. 

3* Entrepreneurs develop new technologies, bmcc 
the founding of the nation, the United States has been 
blessed with a conatant stream of new an;I improved 
tools that have made us more productive and eased the 
burden of our work. The progress of our nation depends 
on the flow of new technological innovations. It is the 
entrepreneur who has the ideas for the new innovations 
and does what is necessary to develop them and bring 
them to the marketplace. 

4. Entrepreneurs open new markets. The earliest 
explorers were entrepreneurial. They ventured forth to 
trade the goods of their nations for the treasures of 
faraway lands. In our own day we have seen ne\7 mar- 
kets develop i.n health care and financial services. Entre- 
preneurs see new markets before they exist and then 
create them. 

5. ^ntreprenznrs reorganize existing enter- 
prises. Any enterprise that remains unchanged and 
static is one that will become quickly obsolete aad unpro- 
ductive. Entrepreneurs see better ways of doing things 
by cutting costs and improving efficiency. Henry Ford 
reorganized the auto industrj', Andrew Carnegie, the 
steel industry, and Ray Kroc, the food industr>'. Many 
authorities have suggested that American competitive- 
ness in the world will not be restored until American 
business is reorganized by entrepreneurs who will re- 
structure industries so that enterprising innovation is 
encouraged and rewarded. 
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WHAT FORMS DOES ENTREPRENEURSHIP 
TAKE? 

Entrepreneurshlp takes three forms: 

1. Veninn* initiation. Venture Initiation is the 
starting of a new business. In the United States, over a 
half-million new businesses are begun each year. While 
some of those fail, many are successful and some even 
grow mto *he next generation of industrial giants. Often 
entrepreneurshlp is associated with starting a new busi- 
ness. While important, that is not the only form that 
entrepreneurial endeavor can take. 

2. Intrapreyienrship. This is a new term that refers 
to being entrepreneurial within an existing business or 
other organization. Here the entrepreneur is an em- 
ployee who sees ways in which the organization s prod- 
uct could be improved, its distribution system made 
more efficient, or how a new marketing strategy could 
increase sales. The intrapreneur may also see how man- 
agement or production needs to be reorganized or how 
a new system of accounting or data processing could cut 
costs or improve efficiency. Intrapreneurship challenges 
the rigid structure ot' many corporations, it requires 
that employees be given the freedom and incentive to 
create change. 

3. Public entmprencursliip. This term refers to in- 
novative acti\ ay within a nonprofit organization, tnclud- 
ing government. There are literally hundreds of social 
problems in society today that are crying out for solu- 
tions. Many of the^e solutions will come from govern- 
ment agencies or the nonprofit sector of our economy. 
As people grapple with the crises of energ>', drugs, 
homelessness, urban decay, crime, and po^^erty, there 
will need to be entrepreneurs who will supply the an- 
swers for these problems. Old approaches have failed, 
and merely spending more money will not solve the 
problems. 

WHAT MAKES ENTREPRENEURS 
DIFFERENT? 

Entrepreneurs are different from other people because 
of their psychological makeup. While many people think 
that the entrepreneur's sole motive is to make money, 
this is not true. The three things that separate entrepre- 
neurs from others are (1) the desire to be independent, 
(2) a high need for achievement, and (3) a willingness to 
take risks. 

Entrepreneurs are "can-do*' people. Psychologists 
say they have "inner control.'' They are willing to take 
responsibihty for their mistakes as weil as credit for 
their achievements. They never view failure as the end 
but as a learning experience upon which they can base 
their futu/e success. Many entrepreneurs have failed 
more than once before they were successful, but they 




possess an hidomitablc spirit that fo'xes them to try 
^ijain. 

ECONOMICS AND ENTREPRENEURSHIP 

Entrepreneurship needs to be integrated into the entire 
economics curriculum. Often entrepreneurship is a ne- 
glected concept in basic economics. As a result, the 
student goes away with an incomplete undei-standing of 
the dynamics of a market economy. In addition, the 
student is deprived of those insights that make econom- 
ics not only more stimulating but more enjoyable as 
well. 

MICROECONOMIC CONCEPTS 
Microeconomics is the study of markets and how produc- 
ers and consumers participate in those m:^rkets. When 
consumers and producers voluntarily engage in ex- 
change in markets, both leave the market having gained 
from the trade. When microeconomics is taught, there 
are three major concepts concerning entrepreneurship 
that should be thoroughly integrated. 

1. Ejitivprnicnrsliip /.s a separate fac.jr rf pmduc 
twn. Most economics textbooks li.st three factor.< of 
production: land, labor, and capital (productive tools). 
Many years ago, a fourth factor, entt^epreneurship, va.*^ 
almost always included in the list. 

The entrepreneur perforn^ a function in the economy 
that is unique and cannot be described by any of the 
other three factors. The entrepreneur is mne than labor 
or human capital because the entrepreneur does more 
than just apply muscle or mental power to the produc 
tion of goods and services. Entrepreneurs do those 
things that other laborers do not; they have perception? 
and act upon them. 

The entrepreneur should not be viewed as merely a 
manager, combining the other three factors of proauc- 
tion and supervi«>ing them during the production period. 
While entrepreneurs may also be managers, entrepre- 
usurs differ from managers because of entrepreneuria; 
perception and risk taking. 

2. rite ivle ofpwjiti; iu ciiiepreitcurship. Perhaps 
the most misunderstood concept among the pub'-- ;.s :he 
role of profit in the economy. Economic analysis sees 
profit as an incentive. Individuals respond to price sig- 
jiiiJs in the market to maximize the pi-ofits of their enter- 
prises or the pleasure of their consumption. 

Those V >.sinesses that correctly respond to price sig- 
nals are rewarded with higher profits. If society wants 
more of a product, individuals cast their dollar votes in 
the marketplace and production will rise. If society 
wants a resource to be conserved, its price will rise and 
produce) will use less. By doing what society wants 
and respoi Jing to price signals, producers make profits. 

xi 
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Profit is also a reward for risk taking. Someone has 
to anticipate what new products consumers may want, 
what new technologies will work by lowering production 
costs, and what reorganizat'ons will result in increased 
efficiency. Those who successfully perceive these oppor- 
tunities for new products, new technologies, or new 
organization will aico receive profits. 

Profits are not the entrepreneur's sole motivation. 
Research shows that entrepreneurs are motivated pri- 
marily by a desire for independence and a need for 
achievement. TVaditional microecononiic models that as- 
sume profit-maximizing behavior do not properly ex- 
plain the dynamics of the entrepreneur. 

3. Entrepreveurs and markets. Economic analysis 
focuses on the operation of supply and demand. The 
demand curve slopes downward and to the right, re- 
flecting the fact that as prices fall, consumers will buy 
more. The supply curve slopes upward and to the right, 
indicating that producers put more on the market at 
higher prices. Equilibrium is established where the two 
curves intersect. This analysis assumes the existence of 
both a supply curve and a demand curve. But where do 
these curves come from and who or what creates them? 

The entrepreneur does not see an existing demand 
curve. What the entrepreneur sees is opportunity. The 
entrepreneur creates demand by anticipating what it is 
that consumers want before the consumer is even aware 
of that want. Entrepreneurs are in the process of creat- 
ing demand, not just responding to changes in prices or 
in the determinants of demand for a product or service 
that is already on the market. 

Neither does the entrepreneur see a fixed supply 
curve. The entrepreneur does more than respond to 
changes in the costs of inputs and other factors of pro- 
duction. The entrepreneur develops new technologies 
and organizations that create a new supply curve which 
did not exist before the entrepreneurial activity took 
place. 

MACROEC^NOMIC CONCEPTS 

Just as entrepreneurial behavior needs to be integrated 
into microeconomics, understanding entrepreneur.,hip 
expands an understanding of macroeconomic concept's 
as well. Macroeconomics is concerned with how the econ 
omy as a whole functions: What causes unemployment 
and inflation? Why does the gross national product of a 
nation grow or decline? What causes interest rates to 
fall or rise? Economic analysis focuses on aggregate 
supply and demand as the determinants of the level of 
national income and of prices. Aggregate supply and 
demand can be better understood when the role of the 
entrepreneur is included in these discussions. 

1. Entvepreneurship and innovation. Where does 
innovation come from? Innovation is the process of de- 
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velopingnew products, new technologies, or developing 
a different organization of t.he productive process. The 
result of innovation is always the same: to increase in- 
vestment opportunities within the economy. Innovation, 
by stimulating investment, increases total demand, thus 
raising both the amount of output and the level of em- 
ployment. 

The entrepreneur is the innovator creating invest- 
ment opportunities throughout the economy that accel- 
erate economic growth. The innovative entrepreneur 
then is the central figure in macroeconomics. 

Throughout history, innovation has opened up broad 
vistas of new investment opportunities. Henry Ford 
devised the assembly line and, coupled with inter- 
changeable parts, lowered the price of automobiles so 
they could be purchased by the average American. This 
innovative activity created new investment opportuni- 
ties in steel, rubber, paint, petroleum, and plastics, as 
well as road construction and tourism. 

Not all entrepreneurial innovations are quite as dra- 
matic as those of Henry Ford. Innovation must be seen 
as a process of small steps whereby existing goods and 
services are improved and upgraded to better satisiy 
consumer tastes. Technologies are modified slightly to 
increase efficiency, or organizations are partly restruc- 
tured to increase productivity. While there are few of 
what are called "mega" innovations, most innovative 
activity should be vie ^ d as a series of small steps that 
result in economir ^- o^vth. 

The process of inr.v vation requires three steps: 

a. Conceptualization, Seeing a need and having an 
idea for a product, service, or technology to meet that 
need. 

b. Perfection, The idea then must be developed and 
tested for its feasibility and whether or not a market 
actually exists that will justify the costs of bringing the 
innovation to the marketplace. This is the longest and 
most frustrating part of the entrepreneurial process. 
Thomas Edison experienced over 2000 failures before 
he perfected the electric light buib. 

c. Commercialization, To have a good idea is only 
the beginning of the entrepreneurial process. The idea 
must be converted to a product or a service, taken to a 
market, and effectively distributed and sold. Each stage 
requires entrepreneurial behavior. 

2. Entrepreneurship in macTroeconomics and em- 
ployment. Unemployment in the economy is due to 
people changing jobs, the mismatch between available 
jobs and workers' skills, and inadequate total demand 
to create jobs in the economy for all who want them. 
The problem of unemployment in the economy is dealt 
with by stimulating total demand. The government can 
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do this by monetary polic> (increasing the money sup- 
ply) and/or fiscal policy (lowering taxes or expanding 
government purchases). The assumption is that if de- 
mand can be pushed high enough 1/ government inter- 
vention or if interest rates can be forced lov; enough, 
then full employment will result. 

This analysis overlooks the role of the entrepreneur 
and the psychology of investment. John Maynard 
Keynes in his seminal work in economics, The General 
Theory of Employment Intemt awd Money, stressed 
the importance of the psychology of the entrepreneur in 
innovation and investment. Should entrepreneurs be 
pessimistic about the future of the economy, it is less 
likely they will develop the innovations and make the 
investments in those innovations that could stimulate 
the economy. On the other hand, should optimism per- 
vade the entrepreneurial community, then innovation 
and investment will be ur ^maken. 

3. Enti'epreneurs and ecouomic growth, Ecunomic 
growth is generally defined as an increase in the per 
capita income of a countrj'. Such growth can be the result 
of the discovery of new resources or increased efficiency 
in the use of already available resources. Both of these 
events require entrepreneurial activity. It will be an 
entrepreneur who will discover the new resources or will 
increase the efficiency in the use of the known resources. 

Another source of economic growth is investment in 
human capital. This can be in the form of education, 
health services, the eradication of discrimination and 
other barriers to mobility. Entrepreneurial innovation 
develops new ways of educating and training the work 
force and devises new methods of health care delivery . 
There is also a need for entrepreneurs to seek solution^ 
for the remaining vestiges of discrimination that still 
pervade society. 

The third source of economic gi'owth is capital accu- 
mulation, which consists of supplying the labor force 
with more and better tools tor capital) with which the\ 
can work. The reason this nation, or any other nation, 
prospers is because of the tools that its work force has 
available. The entrepreneur is the one who supplies the 
work force with its capital and continually upgi-ades the 
quality of that capital. 

Entrepreneurs then, can be viewed as the change 
agents, or catalysts, who bring about economic growth. 
A full understanding of the dynamics of economic gi'owth 
requires the inclusion of the entrepreneur. 

TEACHING ENTREPRENEURSHiP IN 
COURSES IN SECONDARY SCHOOLS 

Where should entrepreneurship be introduced ami 
taught in the high school curriculum? As could be ex- 
pected, there are several courses and levels into which 
entrepreneurship can be integrated. While a full unit 
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on entrepreneurship could be taught as a stand-alone, 
independent course of study, this is not the only ap- 
proach, or necessarily the most effective. Even if a free- 
standing course is provided in the curriculum, its effec- 
tiveness will be enhanced if entrepreneurial insights are 
provided throughout the entire curriculum. If entrepre- 
neurship education is isolated in a single course, apart 
from the whole curriculum, it may be missed by many 
students who then would not profit from tneir potential 
development as enterprising individuals. 

Economics, The disf^ussion above has outlined some 
of the key entrepreneurial concepts that should be inte- 
grated into the typical economics course. Illustrations 
of how these concepts might be taught are contained in 
the lesson plans m Part 2 of this Master Curricuhm 
Guide. Placing entrepreneurial concepts and the entre- 
preneur into the standard economics course not only 
makes the course more reflective of the real world, but 
it also can help to improve students' comprehension and 
enjoyment of the economics course. 

Business ediicatioiu Perhaps the next most obvious 
place where entrepreneurship should be included is in 
the high school business education curriculum. In addi- 
tion to the creative and enterprising attributes, the busi- 
ness education course will introduce the financial and 
human ma.:agement skills that are necessary for the 
formation and survival of a new enterprise. The business 
education course should also have the students think of 
themselves as employers rather than employees in the 
market system. This view will enable the business stu- 
dent to identify with the important issues with which the 
entrepreneur must grapple as pait of the development 
of a business plan. These issues include new products, 
process innovation, employee training and manage- 
ment, financing the enterprise, and assessment of the 
marketplace. The desired outcomes of the business edu- 
cation course should include the students' ability to deal 
with the unknown in an enterprising way. 

GovemnienL The action of government in creating 
and limiting the environment for entrepreneurship 
should be included in courses of high school government. 
Government regulations and taxes have an impact on the 
entrepreneurial environment. Regulation is a burden for 
all businesses, but more especially for small entrepre- 
lieurial ones that generally have less ability to bear the 
costs of compliance. 

Comparative studies should be undertaken about the 
role of ci^trepreneurs under alternative political sys- 
tems. Why has there been a movement toward the free 
market in command societies? To what extent is the 
existence of one kind cf liberty essential for the presence 
of the other? Can government bureaucrats be entrepre- 
neurial? These are just a few of the questions tnat might 
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be posed in a government class with entrepreneurial 
content. 

Psycliology, A course in psychology is an excellent 
place for students to understand the psychological char- 
acteristics of the entrepreneur and to assess their own 
characteristics and capacities to be entrepreneurial. A 
psychology course that allows students to develop their 
own concepts of self- worth and inner control would be a 
welcome addition to the process of entrepreneurship 
education. 

Sociology, The study of the sociology of entrepre- 
neurship is in its infancy, but there are several ideas 
that are consistent with the thrust of entrepreneurship 
education. Students should realize that entrepreneurs 
shape and are shaped by the culture in which they live. 
Why do some ethnic groups seem to be more entrepre- 
neurial than others? How does entrepreneurship permit 
minority groups to enter the economic and social main- 
stream? These are but two of the myriad questions that 
link entrepreneurship and sociology, and high school 
courses can now begin to explore them. 

History. History courses are a natural place within 
the curriculum to discuss how entrepreneurs have 
helped determine the course of human events. History 
courses too often focus on politicians, rulers, and mili- 
tary leaders. History teachers can do a great deal to 
expand the horizons of their students by focusing on 
case studies of entrepreneurs who have contributed to 
the betterment of humankind. Case studies are particu- 
larly valuable if a variety of alternative stories are in- 
cluded that allow the students to relate to entrepreneurs 
of their same race and/or gender. Entrepreneurial his- 
tory can help students understand that most progress 
is made in small steps. While the "mega" innovations are 
important, progress reallv happens as ideas are adapted 
and refined. The cumulative process of improving and 
changing old ideas in an incremental way to better sat- 
isfy consumer or producer needs is the form mo&t entre- 
preneurial activity takes and in so doing makes history. 



Science. Entrepreneurship can also be a thread wo- 
ven into the fabric of science courses. Since technological 
advance often begins with scientific insight and contin- 
ues because of entrepreneurial persistence, students 
should understand the relation between scientific dis- 
covery and entrepreneurship. Many of the great scien- 
tists were also entrepreneurs. They not only invented 
the product or technology but also brought it to the 
marketplace. Students should understand these rela- 
tionships between the laboratory and the market. 

Vocational/technical education. For many years, 
entrepreneurship has been an integral part of many 
vocational/technical programs. The majority of Ameri- 
can high school students are enrolled in some vocational/ 
technical course or program. These offerings present an 
excellent opportunity for the spreading of entrepreneur- 
ship education over a significant number of students. 

The focus of entrepreneurship education in the voca- 
tional/technical curriculum has been narrow and limited 
to the teaching of skills needed to start and sustain a 
small business, but most vocational/technical program? 
contain at least a module on basic economics. In this 
module the links between the market and the entrepre- 
neur need to be stressed. The curriculum should be 
broadened beyond skills training to include an under- 
standing of how employees can be enterprising as well 
as units on the nurturing of entrepreneurial traits and 
characteristics. 

CONCLUSION 

Those who design secondary school curricula should 
make sure that entrepreneurship has its place in eco- 
nomics, business education, history, science, psychol- 
ogy, sociology, and vocationaltechnical education. En- 
trepreneurship is neither a separate nor an alien 
concept, but one that can enrich the students' under- 
standing of a variety of subjects in the regular curricu- 
lum. Perhaps more important, the study of entrepre- 
neurs and entrepreneurship can demonstrate how 
enterprising behavior can ha\ e a positive impact on soci- 
ety. Entrepreneurs are good models for students to 
emulate. 
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Economics aird Sntrepreneurship and A Framework for 
Teaching the ISasic Concepts 
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PART 2 



LESSONS 




LESSON 1 



Entrepreneurs — then and now 



TIME REQUIRED: 

One Class Period 

CONCEPTS: 

Entrepreneur 
E:aterprise 

INSTI^UCT!ONAL OBJECTIVES: 

Students will: 

• Define entrepreneur and give examples of outstand- 
ing entrepreneurs in American economic history 

• Compile a list of characteristics and traits common to 
successful entrepreneurs 

• Identify and discuss contributions entrepreneurs 
make to improve the quality of life for everyone 

RATIONALE: 

The American free enterprise economic system encour- 
ages individuals to take the risk of starting new busi- 
nesses. A recent study indicates that approximately 
8,000 new businesses are started every week in the 
United States. 

Our country's economic growth is directly linked to 
its entrepreneurial activity. Individuals see a need in 
the marketplace to introduce a new product, a service, 
or a technology. Based on their perceptionof that need, 
these individuals start a new business. 

This economic activity benefits everyone's quality of 
life. New businesses introduce new products into the 
marketplace that make our lives easier, give us more 
leisure time, improve our health, offer us more choices, 
and usually create jobs. 

By studying successful entrepreneurs, we can under- 
stand the relationship of their contributions to our coun- 



try's economic growth and to our ever improving stan- 
dard of living. We are also able to recognize skills and 
traits common to successful entrepreneurs. 

MATERIALS: 

• Examples of new products 

• Activity 1 "Entrepreneurs— then and now" 



VOCABULARY: 

Entrepreneur 



an individual who recognizes op- 
portunities (wants or problems) 
and uses resources to implement 
innovative ideas for new, 
thoughtfully planned ventures 



PROCEDURES: 

1. Display on a table in the classroom approximately 
10 new products with which students would proba- 
bly be familiar. 



Examples: 
Velcro 

Compact Disc 
Microwaveable Food 
Car Telephone 
Corian Countertop 

Sample 
Reusable Cold 

Compress 

(Refrigerator type) 



Post-it Notes 
Nintendo Game 
System 

Disposable Camera 
Pizza Delivery Service 
Discovery Credit Card 



In cases where you cannot obtain the product, dis- 
play advertisements or pictures of it. 

Discuss these products with students. 

a. Do they have any common characteristics? 

b. How do they improve our lives? 

c. Hov/ do they benefit society? 
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3. Encourage students to suggest other new products 
with which they are familiar. Introduce the con- 
cept of economic goods and services. Discuss the 
introduction of new service products as new busi- 
nesses as well. 

4. Discuss the concept of entrepreiieurship with stu- 
dents. The word was introduced by the French 
economist J. B. Say in 1803. It means ^^to under- 
take"; someone who starts his or her own new 
business. 

5. Ask a student to go to the chalkboard. Encourage 
other students to call out products and individuals 
associated with them. Examples: 

Car — Henry Ford 

Fried chicken — Colonel Sanders 

Apple computer — Steve Jobs 

6. Discuss the relationship of these products to start- 
ing entire industries — automobiles, fast food, per- 
sonal computers, etc. 

7. Distribute to each student one of the stories pro- 
vided in Activity 1 about an entrepreneur from 
American history. (You may wish to substitute 
other stories, particularly stories about entrepre- 
neurs in your community or region.) 



8. Ask each student to read the story and be prepared 
to: 

a. identify and describe the product or products 
the entrepreneur introduced to the market- 
place 

b. discuss any unique characteristics of the entre- 
preneur and/or the product and business 

c. list any benefits to society contributed by the 
product and business 

9. Divide the class into small groups. Each of the 
students in the group should have a story about a 
different entrepreneur. Have each student share 
with his or her group the assignment as described 
in procedure 8 above. 

10. After each group has learned about the individuals 
portrayed in their assignment, ask the students 
to compile a list of strengths, special traits, and 
characteristics of the successful entrepreneurs. 
Request each group to appoint a group member to 
record their findings. 

11. After the groups are finished with this activity, 
ask the recorders to share their conclusions with 
the group. The teacher or a student should assem- 
ble the class list on the board for discussion and 
review. Leave the list on the board if you plan to 
conduct Lesson 2. 



ACTIVITY 1 • PART A 

Entrepreneur— then and now 
Benjamin Franklin 

1706-1790 



B*i\)«min FrtAUkn wm ont of IT cKtldrtn of a poor hM 
karitt euMlWiniktr ui Boate*. Thtrt vu not tncn^fik 
Kwney to »3km lam to n to <«)iool m be bccane ta 
^{■rtMkt pcuur to brother. Hvii WM M nji>«m 

M UlW tnd 6d MC work wtfl tOfwOmr, WMW • tMfr 
Miv. rnnk^ rw •way utd rrtntuiay wfot to Enc^ 
*y*n h« perffctad hia aUlt m a pruiur. 

KrrrtuntHtoihe UniUd Suua iwd waa rrcoruMd 
M M* of t)M mtM ticLOti prinUn In tW toloawa. Kr 
iMva^ to PtukMpiua bt Om Uu 1720a. Kf /ound K vaa 
^tftoih to b««oiM tUattiM M a prtMrf tB Ptuladfiphia 
Ucaua* thm vaa a brp nombrr of prvttm *}• 
mdy busiMM. The only way he cwU awcMd wai ta 
d»M better. Ht lUrted a new Mwapapcr. fif Pr»%rtt' 
mi»C*utu Wi'ha(mad«iua(«p«ra«Kce*awaal}tatM 
Mwlttded many eittertauHacaiid cievrr ujrtncii M wrB a* 
bewf wntte« n a bfht and aofiMttakea eoBttcaJ fM>tK«. 

Bvt by fir FnnkJas'a noat proAtabU ttiterpnae wm 
f eof RttAArft Atminack, w)iieh be pubbabed aMuuSy 
bHwM* im u>i \m» Hliat mMle PoorRycJkarfi Al- 
ma««fik BAkjoe waa that k waa '« book for erery Mi»- 
beroftbtCunly.'ItindttMrecipaa. poetry, kiatoncal 
datea. na(», i^d the tinn of the rwirt leaaiona. For 
paitnto. the a!euM< waa arranfvd •» tbat they oouM 



uae M to uatA tbetr thtUrrfl tlw alphabet and bow to 
read. The aaJea of Poor RieSard't (manaci nXunatdy 
rratkad 10.000 teftf a yta/'-eecond o«0y to the IMt 
ta thecokwoa 

FrtAUi* waa alao the bat penon to bebev* m mw»> 
{MperadvMtialrif Har«eo(naodt)uttbeprK«ofMw». 
papen to the pubte eould be kept down tf part of tbe 
ton waa pttiud up by adreitiaen. B«t be eouU not 
eoftviAce other bumeacM to ad v«n«^ b kta newspaper. 
So he becu by admtMUic as BvefK^ of bia own. the 
FnAUtfi ttave. The Move waa an incemowa devwe tha 
waa a nipenor way of beatiivc coU and dnfty coionia) 
hotnM. Sa]<« *t hta itove boomed due to adrertiainc 

Other coteflu} tberchanu befu to ad rertiae. too. Ia 
addition to bevnc • *hre«d buaineaMaa. Frankbi waa 
alto a Kr**t taveator. la fact, only Ihomaa EdiM* kaa 
nort bire«tMAa to hia credit than doea Bei^Janui Fnnic> 
bn, Ke expenneatid wtih etectrKity. He fairented bif»- 
«aJfUMea. H« devMd a variety of nadicinea. 

FriAkk* becaae one of Aaterla'a fraataat atatc*> 
nrft. He waa abo • (raat phtJantlropM. It waa aaid ef 
bin that Ua kfa notainad the ottqiue ebtoesta that 
art identiM b> tht Aaneriean b wfcw aa aucttaa atory. 
anbrtien. cmtiee efllcfptw*. aelf<odoeatk«. rMMrth 
and favtntJoa. eooflMMty aervM*. and phiUathrepy. 



tH^.N«w Ywfc NY 



ACTIVITY 1 • i^RT B 

Entrepreneurs-then and now 
Milton Bradley 

1836-19U 



Milton Bradley Games 

^^'heA Abnhan LtneotA tm gnw a beaH dunnf the 
IMO prr«)d%.Atat casipai^B. H alawat apeUtd ftnanoa) 
rma /cr a yownt Uaaaachuaetu bthomphtr nained Ml- 
tiw Bradley. 

ewner of a Sfe i a<fleU Feint ahop. Bradley bad 
beea caabiAf hi on the ttpcanAf electioa by reprod«an( 
a portrait that anowad the Repsbbeaa candkiaU kith 
a havWea chin. When Uncotn auddenly renilefrd the 
Ute«eeaobaolete. Bradley waaforrcdtodeatroyMveral 
h«Mlr*d thouaajid pnra*. T>ua pot the blho«rapher on 
the raaor'a <dc* of bajuVniptcy, uau) a fnend aocctMtd 
that be try inventmj * board fui^. wKith he touU then 



print » th Km K&e prm. 

8ndk> followed hM frwnd'i advMe and caaie ap wKh 
the Ckttkfnd C*pu <fL\f** a eonuet fat wtjch pUym 
n^od Bp potnti by laMiBC M t^utfva wRh worda Uca 
TVvtA and How* while avoidiAf onea with R}M and 
/Ktrmperaiue (Vddknf the poe peraoaaBy throuch* 
Oct New York and Kev Enctwd. BradWy aotd 0.000 
<«p»*a the flrat year. Short'/ themftcr be became the 
top C*M nanofariarer w the U MCad Sutea. a 
bonaire and— 4indoubted}y— ««ie of tht b(cK<«t f«.<a of 
Abe Uneoin'o beard. 

ifM v*^ A- S K.KtJ AC* e(M> 
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ACTIVITY 1 • PART C 


ACTIVITY 1 • PART D 


Entrepreneurs - then and nov: 
Maurice McDonald 

19(»-1971 

Ricliwrd McDamM 

1909- 

McDonald's Hamburgers 

Kiinpdun vOUct BwUord for HoBjrvood w ins Uktn worfcw^ u • taiM tttat for i nJUKkk* mz«r 
•nh dmM U Ucoawtf kUc». Ana. Kn>e conwKvd Om broO>«» t« lOow hL-aUtmi 
It »Mat «a thMter KinpM*. txnrtvYr. but cMcr th« MtDoaaVk* mim wid conetfit U ttittr mtutrvit 
iKt foidn trcNt* o< t S*n B«m«ntxM k«mt urcr rr*- <«r«. 

tAunnftthUtMtwowMUUurmtiMVMnMinbctu. TWtw«r»M(mdOOK(I>oM}if*frviduaMbylMI, 
At*r (»^ M m&kv K m Kt£r». \M UtVoniU* na »b«a Km bcufU Mt ih« bmOxn (who then nttrad) 
Mv*r>l tm;nt»«— . uwMdv^ i m9«i« th<«t«r. btfort Cor 12.7 ntSML 

opMHOC haoiwtiT aumi in IM. tfJikt MAiZtf AlOMufi llu> ■am wouU icra hmII coaip*nd u 
n«UHruuiX«l prrpAfffd food 10 order, UMlltDonaM** ti>t«<>iarMf»vt9tiivul¥>c«tt^t}mbniO»tnmmMi 
•Uai mvtd pm«oJi«d. rMdy>lo>fO KuOwim Cor ptuVMOf^ucal.'WvdidntlsowifUutwMjiaMatkdthM 
IS*. «««)Up«twovt.-IUl>tfdMtDoM)drvnQ«lUl«0. 
In 1M4 Mttv buMMM CMicbt th« »ttti/.Kin of Rty *ti«t 1 Kkvt m rttrtu." 

ltiK«»«*»«»^m>inMti»rfC K. HU *U. Bmm. 
N#v T4rtL« NT 

> 


Entrepreneurs 4hen and now 
Berry Gordy. Jr. 

192^ 

Creator of the Motoivn Sound 

Tbrntr*r«ryfevMndM^tatbu«witnr. tad D Km. «bKb biM tbortly tbtniftar. H4«tT«r. • 
•bly around lb« wortd, wbobav* noCbwrd of or bew Btaaof Bmy'tMibrtica.ootrgy.MdpotwarwwM 
irxOunnd fai mim «*/ by ih« Motown Mund. IV bM fwC U b* bfpt dm lor vrry tec 
ofsmliur«»»M«SAgtyond}«M. UlWt.BorryCordy.Jr .brnvwdlSOOfrwibtiba- 
SiBOb*; RoUaooo. Dura Row. lUMi Gay*. flyud*UfUdi«aalncord<cnpany.l>ieai^aii7WM 
TuapUUQfw. Uocwl Rkbk, Tb* Jadaca Fiv*. and M(aab«tuitii»MM.ltwMkXBMl>:MtbMtb*CM»- 
Stmt Wonder anon^y a frv of thMMCmtpcrforocn puy vaa w food AmmmI •)»pa. In tb«t y««r, Motown 
wbod«rin< lh« IMCH and ItTO* put a lot of aoul into badllTopTMRockaadBbMbitaMidwvaMyaMaU 
tb* nwMC worU and tb* nalHO. Tb* 4tTtlofim*M aikl b^ntborreoriotctndaiOT.Ibonttnibarofbiueoo- 
(icmflcaac* of ih« nuK. bowrrtr. did na( C06M about tiau«lt«ro(loui*fib*aUidkMandlntotb*r*ee(4itor«a 
byacodcBt. ItwMlb*dirKtrMaltoflh«aaibitMaand tbrooiWtbo nation. IWi bar* b*«« a nmb«r*f air 
•bijitpratkraiinlabikty ofcocnwA. alAeant fvmJu from that inkkl la*««tM«« of MM by 
S<TT7Gordy.Jr.waabcnitb*MT«n(hof*icbtcba- UmyGerdy.Jr.lbtbettbatttbaaMdoMaMaym^ 
dm In IMrort en NoT*abar XI <K» Altboufb b* booaofdotkn»wlbtrMnti«nlyoM.Tb«nbabotb* 
arrtr 0Mab«l U|b adioot. Berry ot<auwd bk bicb imMndotM aooal ta^met that U«t«wn iUeor^ h«* bad 
»w«ol*Qav«kMyd«4aiMwk)eb*awT«diaih*Amy. bt AcMrvn. TVrpocb wmk t^* naUMi ba* d*v«l9f>*d a 
Wftnk b* kft Ih* arme*. b* iMtiafiy worked with Km tmt«r»*aa<oftocetb«rT>*i*aa«ppoo*dtatb*^u1«a< 
(aber.wbovaaaplaK«rlnc«««tnctor.Bcrr7tbMtoo)i nation a(dcocAct*flh*tbn* when Berry Gordyotantd 
a)ob ata Ford Kc<or Coopany pbnt »b*r« be and* tb«bua)nMa.1beciJMn^byniaRybUckeal«t«l3an 
about 180 a week. Berry found the work Mt to bMbUnf end other profeMiOMli would not bav* b*«n po^bb 
He started, with a partmr. a rrccrd icon calMtbeS- »iUMillh*MKe«««fMoto»m. 

Tnm il*Mrr Cvrie^imm 0»Ut. gtewew«w a«i I«iftijnmw>*w TmiKm Stnlnfm 0 J«m< CmmI en CwMww KdMw 

tHn, Ne» Yeet, NY. r- ^-yr ^ 
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ACTIVITY 1 • PART E 


ACTIVITY 1 • PART F 


ETitrepreneurs—tkeri and lum 
Laura Clough Scudder 

1S81-1959 

AkhMfk Uuri CVMh Sruddfr hftd i]rt*dy tcKirrtd Mpw Th* mfXeytf took thMU of wutd poprr bor * 
• TUoomktftorr tnltltutXofintffKAkbttorMjrfai »t M|:it kMd4rMMd Umm nU b«<»> TWt n*tt diy 
UKUh,C«UonM. »bM*tMd)«dinl)66iht wMkuM u wtrk. th«y AtM tiw Un frr^ ^it«t« rM« tnd 
M tho *fout* Qtlp ^MM of tho Wm.' Duru^ b«r mM Mdi ba« u the top wtth mort bot inxwc 
bfMiiM,L<ur»S<wdd«rMrMddrfm«MUwkAdMiij»- Dujii« Um ttrty yru«of the bowtm, th« Scvddtr 
•BdbutftBboiB^frfwv^AftUtk^buMnoMiMe* (kndy driirmd t>«tr b«n of pMW chfpo to otorM tn 
ii«JtfaM]bo»4o^tnpintJMlopanMdtheW(«tCoMC th« fimU,^ utocwtik, Soo*. tbry fo«ud thoy iirMM to 
latho inOiifmtfyiu^MUpotAtAcbipsbr ih« purduM * t«M4 truck U drkm Iho frowu^ B«nbtr 
|Kwnd6««|;UMduflkjr'J>M.Cn«mputth«cl»p*in ofbt<«MU.OrixmAOyd«&Ttmt)^Mii7tidw«rPttut« 
p«p«r t>a0 vkra they %m purchaMd. ud by tW tm* Cbi(» » ooutbtni Ctlionut only. Sod^ ovaMutfiy 
titt eonianer unvtd bom*. tb« cti^ ««rt oActt lUW brtAcbodootUndudf MrtJ>rn>C«UorAi>. wbmc^ 
•Ad brelMLScwUof dood«dtk*t*b«toukiMkabrtt«r (vn mM bfr tb^* and#r tbo iwim BkM Bird FV«t» 
poOU dx(p« kitd kftvfMtod B w«y to ptkMC* tb««l U Cblp CompMy. 

bMptb«ttfrMK.Tb«ntwiMOwdofpMUr-n(prmM By IMS Scuddcf'* polMo c^tp «f«r»tim bad out- 

tb« ftdd*d tdvtntJC* of tifewU^ WtOAMTI to MTV* CTVWl tbo OTtftAtJ plu4 tAd »bl OpMwd * MCMid MfW 

tbofMoht*. bcumg plBM n Tntnt. CtXUnu. Tb« Uttamt mw 
In lMI,8(udd«r prod«M«dbrrilniUt<hof kKU*- mftey*i 1.000 peopW tnd iM«unt»d Cor Abowt SO ptr- 
fritdpoiklotbiP*btb«btebeAofb*rbow« Sf«brcui CMtC of tbo pot«U cUp iM/irt la Ctifonua. AakuI 
with&)Opo«Ai«ofpoUto(f^i«b«l.pMUd.Mdkkf«d M;.td>aaMduSl&in>»wiL litMT.SraddrrMUbrr 
bybMd.Ut<r,tbtba«iMMVMnov«dU*bn(kbu(U< pcUU cbtp oofkpcny to Si^iul Od wtd Cu Cocnpuc ^or 
tAKtbottbowdbrrbniUMbwhwitUthMrboM. tmiy ti odban. 
Am Um mJm frowf Smddtr bind oUmt woow* U 

Ji»wi'i»ii» Ji^i»»«»«.lr'»<.CA.»»H>»>* l«W 
lMM.|i(twY«rtuNY 

• 


Entrepreneurs— then arid now 
Mary Anne Jackson 

1954- 

■'«atncacnrv«r»Adnwthefbood.lUryAMveJackaon, TV mMk an pmMire-cooked and racwMMenled in 
SS^ Uwi beroetf devotmf Sunday nUfkU U prrpennf plutM poucbe* nanv a iriort ftvnf wbKb mikea 
taity.MitntM»uiM«latbatwo«ldb**a<yCorab«by. thefi »belf.«aW* TV nienU can be e^v earned fai • 
Uttt U eerve bcr younc dambter wben »be waa at puree and healed ct a Mnvf • bona*. ls..>aae they are 
w«rk.Wbe*abekstber>ob.JMk«Mt«rMdltu«Suadty not froan. they beat up ia • Crw mawbaa. TV rrtort 
ni<ti( routtfk* nU a buaaMea. p*eki«tac ale* cnablee Jackaon U vie Cor aVtf apnea 
Her tompany-Ky Own Menk. Ine -a tV flnl to m Mpermarkeu nthcr than alota » tV •wnvwded 
matMnarkH P*cU<mI roeale Cor cbiSdM acvd two u eroaen Cood eeetion. vbicA an karder U <om by. 
niM. TV company produce* «ve dtfTrmit neale witk Stnc* APnl IM. tV €«<npany baa been aeCinc meak 
naMea aueb aa 'My Turkey Menlbano* and -Ckxkm, IkroucbaaupemarketcKauiniaMiaaAdlkroacktV 
PVaae * TV BMnla rrtad for W«a than HCO each mJ. Compaay mW* totaled S&OQ,000 for tb* y«M-. 

Fma tfai<er£»*nn^M G^Ut. SttntmM *i4 f K^r****^. fMrAiv 5rf*<JfiM 0 Jm( tMiwrf an Emow CAKn- 
tMk, Nev Yef*. nY 

• 
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LESSON 2 

Can I be an entrepreneuri 



TIME REQUIRED: 

One Class Period 

CONCEPTS: 

Entrepreneur 
Human Capital 

INSTr.:JCTIONAL OBJECTIVES: 

Students will: 

• Identify and discuss the common characteristics of 
people who become entrepreneurs 

• Rate the impartance of specific characteristics to the 
success of entrepreneurs 

• Compare their rating of specific characteristics with 
the rating given by entrepreneurs 

• Evaluate ^mselves in terms of the characteristics 
common to entrepreneurs 

RATIONALE: 

Entrepreneurs tend to exemplify . ome unique "pack- 
ages" of characteristics that tend to distinguish them 
from other people in the economy. Their principal moti- 
vation is the need for achievement coupled with a strong 
desire for independence. 

While money is important, and no entrepreneur 
launches an initiative with the expectation of going 
broke, the earning of money tends to be a secondary 
consideration. Money tends to serve more as a barome- 
ter of success and accomplishment than as a goal in and 
of itself. 

The following are characteristics that are generally 
common to entrepreneurs: independent, responsible, 
goal oriented, self-confident, creative, and willing to 



take calculated, somewhat controllable risks. Deficien- 
cies in any one of these characteristics tend to limit 
entrepreneurial activity. 

The most essential characteristic of an entrepreneur 
is self-confidence, or what psychologists call "inner con- 
trol." This is simply a belief in oneself; a belief that one 
can do it. Entrepreneurs see their ideas worthy of 
pursuit and themselves capable of seeing the venture 
through to a successful conclusion. Entrepreneurs are 
agents of change. If entrepreneurs do not believe in 
themselves, they are likely to abandon the effort when 
faced with resistance. 

While research has revealed a number of characteris- 
tics and traits that are common to successful entrepre- 
neurs, it has also shown that many of the skills and traits 
of successful entrepreneurs can be acquired. Entrepre- 
neurs have developed abilities through education, train- 
ing, experience, apprenticeships, and role-model exp^^ri- 
ences that assist them in their entrepreneurial ventures. 

It is important for potential entrepreneurs to acquire 
personal insight into their own abilities, strengths, and 
weaknesses. Anyone exploring entrepreneurship should 
develop a personal profile to focus their abilities and to 
pursue initiatives compatible with their strengths 
rather than their weaknesses. 

MATERL.^S: 

• Activity 2 "Important traits for the successful en- 
trepreneur" 

• Activity 3 "Ratings of traits by entrepreneurs" 
' Activity 4 "My entrepreneurial traits" 
VOCABULARY: 

Entrepreneur an individual who recoijuzes op- 

portunities (wants or problems) 
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and uses resources to implement 
innovative ideas for new, 
thoughtfully planned ventures 

Human Capital the productive capacities of hu- 
man beings as income-producing 
agents in the economy 

PROCEDURES: 

1. Ask students to review the characteristics of en- 
trepreneurs that were listed in Lesson 1. (If using 
Lesson 2 without Lesson 1, ask students to brain- 
storm characteristics of people who have started 
successful businesses.) 

2. Distribute Activity 2. After discussing the var* .js 
traits to assure that students understand their 
meaning, ask students to place an X in the appro- 
priate box for each trait. 

3. Tabulate the students' ratings of the traits. Add 
the numbers assigned to each trait by each stu- 



dent. The higher the total figure for each trait, 
the more important its ranking. 

4. Distribute Activity 3. Compare students* ratings 
with the list given by entrepreneurs. Numbers in 
parentheses correspond with numbers on Activity 
2. Discuss the three levels of traits. Be sure that 
each student is able to define these char.jteristics. 

5. Distribute Activity 4. Ask students to complete 
the evaluations of themselves. 

6. Have students compare their entrepreneurial 
traits with those rar.ked by entrepreneurs (Activ- 
ity 3). 



EVALUATION: 

As a homework assignment, have students answer this 
question in a one-page composition: "How Entrepre- 
neurial Am I?" 



ACTIVITY 2 



Important traits fm^ tlie 
miccessfid eiitrepreiieur 
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ACTIVITY 3 



Roiings of traits 
by entrepreTiew^ 



,\, Most important for tu(ettt 



comptutivevM lU) 
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/? Important for iucctts 
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ACTIVITY 4 



My entrepi'etiisurial tmits 



A "1" •mU mitnlr tU: M y*>i puM^tA IW Uvt U • nr*** Imt 4rf«M 
A "T" tAAfkl* tXftX y*W >*m pftwa Ui» tfvl U « >«^<#wii« ^«f>** 



1 


2 


s 




UmUjt trail 




0 


D 


o 




ftKic^infi«f«t«rfnr 




a 


o 


D 








a 


0 


Q 


s 


ft ttroMC im4u iHM^f 




0 


Q 


a 


1 


ft WW^m t* UXv rtoii 




3 


a 




1 


1 4**m Utrtti* 




c 


Q 


3 


« 


ft UrWIjr MinofcU MlWf* 


0 


C 


a 




ft ftiTBAc 4n*r* ii* m»*y 




0 


Q 


a 




ft wAft^MM U lotmt* wweruiMr 


0 


C 


a 


> 


u tJbdijr u ftt ftlMt* w«k # 




0 


O 


a 


lOi 






D 


c 


a 


11 






0 


a 


c 


12. 


ft M«4 («f 




a 


D 


G 


U 






0 


G 


a 


11 


rMp*<JUV«M«ft 




D 


O 




IS 


4nirr >«4 wfWtfMM u UX 




Q 


□ 


a 


u 






C 


n 






t«««ftliM]r (ftkiUjr u 4* MA/ liuftci) 


D 


o 


c 






0 


a 


G 




MMvftlftMMft H»te>pMM ft 




0 


n 


G 





















8 



;33 



LESSOW 3 

What does the entrepreneur 
need to know? 



TIME REQUIRED: 

One to Two Class Periods 

CONCEPTS: 

Huiiian Capital 
Opportunity Cost 

INSTRUCTIONAL OBJECTIVES: 

Students will: 

• Define human capital and list reasons why the entre- 
preneur is interested in developing his or her human 
capital 

• Analyze problems of an entrepreneurial enterprise to 
ascertain needs for human capital development and 
the opportunity costs involved 

• List ways in which human capital is and can be de- 
veloped 

• Compare data on the educational background of en- 
trepreneurs with that of the general public 

• State possible reasons why new entrepreneurs gener- 
ally have a higher formal educational background 
than the general public 

RATIONALE: 

Besides having certain personality and phyi^iological 
characteristics, such as independence and a high energy 
level, the successful entrepreneurjnust^nerally also 
have some knowledge of business practices and proce- 
dures before starting a business. This has become more 
important as our business and economic world has be- 
come increasingly more complex. Successful entrepre- 
neurs start their businesses with some expertise in one 



or more of the following areas: managing people and 
resources, marketing goods and services, keeping busi- 
ness records, acquiring finances producing goods and 
services, and understanding the economic environment 
in which the business operates. 

This does not mean that entrepreneurs must be ex- 
pert.<= :n each of these areas. They should know enough 
about or be willing to gain more knowledge about the 
aforementioned areas in order for their businesses to be 
successful. If other people are hired to do some oi 
these functions, the entrepreneur should at least have a 
general idea of what should be done in the functional 
area for which an individual is hired. 

Economists call the development of such knowledge 
and understanding "human capital." What this basically 
means is that the person is being educated to be more 
productive. 

Human capital can be developed in many different 
ways— the formal school setting, self-education, busi- 
ness-spoii3ored training programs, and on-the-job expe- 
riences. As will be shown in the activities to follow, 
many entrepreneurs use one or more sources to develop 
the knowledge and understanding necessary for opera- 
ting a successful business. 



MATERIALS: 

• Activity 5 "Julie's dream" 

• Activity 6 ''Additional courses and training taken 
by new business owners prior to starting new busi- 
nesses" 

• Activity 7 "Owner age when business formed" 

• Activity 8 "Formal education of new business own- 
ers and the adult public" 
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VOCABULARY: 

Human Capital the productive capacities of hu- 
man beings as income-producing 
agents in the economy 

Opportunity Cost the highest valued alternative 
that must be foregone because 
another option is chosen 

PROCEDURES: 

1. Have students brainstorm the competencies gen- 
erally required of all entrepreneui-s— whether 
they operate a shoe store or a record shop. Try to 
categorize the responses into such groupings as 
finance, .marketing, management, production of a 
product or service^ general knowledge about the 
economy, etc. 

2. OptionaL Have students ask people in the commu- 
nity who own small businesses to list the five most 
important things they needed to know for success 
in their business. Have stud nts report on the 
interviews. Attempt to categorize the responses 
of the small business owners according to such 
groupings as finance, marketing, management, 
production, accounting, general knowledge of the 
economy* Determine the category that seemed to 
be mentioned most frequently. 

3. Distribute Activity 5. Introduce the activity to the 
class by indicating that this case problem describes 
a business that is having some difficulties— diffi- 
culties that are typical for a new small business to 
encounter. Have the students read the case situa- 
tion and answer the questions. Individual or group 
work can be used to complete this assignment. The 
responses are somewhat open-ended. 

4. Have students discuss their answers. Students 
may respond in ways other than those indicated on 
the answer key. This is particularly true for the 



first three que^'tions. If the responses are reason- 
able, they should be accepted. "When considering 
the procedures used for developing human capital, 
you may want to use Activity 6 snd Activity 7 
either as transparencies or as handouts. Activity 
6 shows the additional types of formal training 
that new owners indicated they had taken before 
starting a new business. On-the-job training or 
experiences working as an employee for another 
business are not mentioned here. Activity 7 alludes 
to the experiential factor, since most new owners 
start a business after haviiig worked for someone 
else. Less than 10 percent of new owners, for ex- 
ample, are under 25 years of age, indicating that 
most gain some experience working for others 
pric'r to starting their own business. 

5. Distribute Activity 8 which shows by a pie chart a 
comparison of the formal educational background 
of new business owners compared to the adult pub- 
lic. Students may have difficulty working with this 
at first. Some instruction on hov; to read pie charts 
probably would be helpful, such as the entire pie 
equals 100 percent, half the pie equals 50 percent, 
and a quarter of the pie equals 25 percent. 

The purpose of this activity is to show that gen- 
erally new business owners are not dropouts fi^m 
schools. While some of them did not complete 
high school, the vast majority have more formal 
education than the general public. It is important 
to point out why this is probably true. 

EVALUATION: 

After the students have completed the activities, ask 
the foUowng questions: 

1. 'What is human capital? 

2. 'Why is human capital important to a small business? 

3. 'What are some ways to improve the human capital 
of a firm? 

4. 'Why do you believe new business owners have more 
/ormal education than the general public? 
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ACTIVITY 5 



Jvlk^s dream 



W«r hd*^ tV (T<»W. N«r iM^Wn MTV 

4*4 *M vQHi M irmic aw* cjwjr u Mr Mr 
tur.«4. ftM VMM «d u rK MM CnMi« Ha 

K««ubU *Mwr*. A MMi Om«m VWU4 to«wT««4 M 



•-»* MOM ff«#( kWft M «*a *p w *»t»« tM *4 to» VH W«|»t»UMk 



IwW VM M Uw# r*«w U «ilk Utfv« Um 
Int l*« »M)m. MMi;^ *wM U« Mm. 

A/W • yw, aM Uit M Mt W** tMHt 
NMM7 U ^7 Ur •M^W/v*. Wt W Uj fervw •Kr««4 

ktMk. Alu^ W tuff Mil fUj v«» ktf ««fy 
TV7 M U« (W ««7 iHUrr^ tfwwf 
iMr Miw prwwuUMk. ;ta« taum^ui Mmwi tJw 
*««m4 U kaW (iM Ua iMMM Mt MftUl 7W 

alMU Ulka a4n«uc« «f aaM ua ba«w«u lemJ 
^ tW ff\>«iMC aM via nUf%Mt u ^ m 
M MtinUAl Um»> Bw aka Mw»4 U 
katf aT W «Mti *4 aaM u to vary pcfsW. 

;«Ito It «« a yraAcwaac AMtfM N«r ^MttoM ftr 



», rM'Awf JAIMVM CI«M« iMMj M CmMMM Ka«w> 



Xa»|tMaa«M4Av!lu«*iMCfy tf tN« |«<tM HOan. U«< A. «ii#i««M m Um tWt m4 W 



L «W a«« aiw rtMMM Ual Jafca ta to««i« M tor kwMaf 

•» CASH rUr»- — "to>ayltol»Sa»»»*iW%air«*S»«a«aA. T\«m«mma«i. 

jT^r w wHfc »w u-*a a* Mr fW«*»., »4i AU 0| NT« V. 

to^to« toW^^ U tof lO* .aa f»*^ U UiM, ac^ aM « *^ ^MarauM 



1 Cmmmm «JUia l aw «if4r4 w 



Vif)r««^krMna4ii«tfM«afUiH«^«tov«rtUar* H( 
♦tfar-* •ajr*. aa a»4to.>«* J«M*«. 
uasiff wO aOMra la tto aama toU, — t irt ftraiwtial' 
UaA* U afar*t« aMTv •Jwvr^. 

• <;*to«towUk 



ak^j n» aJMMj •( a ^ CM to 



aa«M2 tfM to Wrtnw*4 Umm May 
rnat Inw aOMra, i«aAi« iMnavi w 
l|*oaa«.a Uat art 1 ujtjrTUUttw 



# Ito rM» |W« a( Vr .a^ ««4 PMfT ate 
^^aaWart*»«6|vw*a,«^rr>|^aMr'a^anMtmow^)H«ii«'a*^^ j 

H-oAr frA* »^ .W4 UU a - fc*; w f*a^^ tf, 
K«aJ«c«, 4vw«a vwa, an^ar alntt H« auan aw^ to toW. 



< VaiiUUia«itelaMJaA>«UaMtoafM(MU«lraJtfa«.Wvt 

^.a l*»**ua#«toia>laVar»P»f»aU.*iart<**i^#w»^fc^^j 
•i>aat»«ac^»i.««w$nm«aM««« A* atAaOa tnM*c rncrwa ^ K 
a |4W aai4 i*aa tv^ ..tr «an 



^MfUy via 



ACTIVITY 6 



i>a4 M tort Ma«7 9»nmti (aalM ra^wW a« aa t ^ firiMy. aw* m iwaqnt y , 
iaU««ttoj<aW*aMtylt*aLa*4a4Mir<aUto Mr ««• toaa. U dat *3 1 
to • MttaaaAil tfir^yrMawt 

S«. M i*Mr« »/ lAa raa*. a« aMfrtrrMV »W4 to*a ar 4*«*t<r •«««>• U«*W|V toM « -afMM 

t* a/»a»<»U«. »H»*»Ma. wa/aiiw^. Oim4^w*«t, **4 Uaw i^im fMfJa aUn a K**t** 
•«A »i|>Kia# M aa« ar U* aw«* aM 4«>«4«# thnr k»«bi««a w Ua am* fr»*g% aatf «tUy 
■"MM.M aA< ikr M*kM« U« rM««^ «a4 a4tw ^A*#«a }w*t |m* a »m1 W (to rta^MA^y U 
^^.aart>aai»a>«i— m#f M*vwaa>/«i^»fa» £« v* m t^rA «iaU«M«. 4 m imimUM lav .** 
K^Nfr<r«f«f U to>» MM* |.aM »Oi>»faUM»« af'lv >/<»• U «uia AKW«aM br |to KMi>*a iM U 
a<a*.amj>a alui#^f»<*rr Ma w«l 



Additicnial courses and training 
taken by new business aimers 
prior to storting n^io businesses 



0 to 20 30 
PercAAt of Ov^nert 

— <tf Mm >i will t^— T>»«i<l«a*»|fcw» 
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ACTIVITY 7 



Owner age 

when business formed 




10 IS 
Percent of Owners 

MM< *f <*• Amtfmi ttfurn^ tHW tMUUd W««m Cm^mt. 



ACTIVITY 3 



Formal edvwtim of new 
btmness owners 
and the advU public 



WfTWUCTKMIt 



tad the Adah ruUic 



■ m4 twiM^ AkwM a> Vm«« Sum, UM.I«>m4 h fwrf Kmmm fMvu • tMi TW urn 
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mm Ma<k:«<d (wiM thu* nwrr unr^* I* »urt a buMArM mm* mfM. 6t M tUit a Mw buautrM 
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LESSON 4 



Have you ever had to make 
up your mind? ( scarcity) 



TiMF. REQUIRED: 

Two Class Periods 

CONCEPTS: 

Scarcity 

Factors of Production 
Production Possibilities Curve 
Opportunity Cost/Trade-offs 

INSTRUCTIONAL OBJECTIVES: 

Students will: 

• Identify and explain the concept of scarcity as it exists 
in situations in their own lives and in an entrepreneur- 
ial enterprise 

• Identify and define the four factors of production 

• Explain the meaning of a production possibilities 
curve 

• Define the term opporttmity cost and explain how this 
term is demonstrated by the trade-offs made in a 
production possibilities curve 

• Construct a production possibilities curve based on 
the data provided 

RATIONALE: 

Scarcity is the central economic problem. It exists be- 
cause of our limited ability to produce goods and services 
to satisfy our unlimited wants- We can't make as many 
goods and services as we want because there is a finite 
amount of resources we have to use. Production is the 
result of the comh 'nation of the four factors of produc- 
tion: land, labor, capital, and entrepreneurship. These 
factors exist in limited quantities so we cannot satisfy 



all of our wants. Scarcity necessitates choice. Every 
time we choose to use scarce resources to make one 
product, we must give up the ooportunity to use those 
resources to make something else. This process of mak- 
ing trade-offs is the environment in which all American 
businesses exist and should be examined by students 
enrolled in programs in entrepreneur education. 

MATERIALS: 

• Activity 9 *Tony*s production choice" 

• Activity 10 "What would you do if you won the 
lottery?" 

o Acuvity 11 Comprehension quiz, lesson 4 
VOCABULARY: 

Scarcity the central problem in economics 

resulting from the imbalance be- 
tween relatively unlimited wants 
and limited resources 

Factors of Production resources necessary for produc- 
tion, including land, labor, capi- 
tal, and entrepreneurship 

Land natural resources ("gifts of na- 

ture") before they are changed 
by human effort; a factor of pro- 
duction 

Labor human effort used to produce 

goods and services; a factor of 
production 

Capita* tools of production; goods used 

to produce other goods and ser- 
vices; a factor of production (not 
money) 
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Entrepreneurship 



Production 
Possibilities Curve 



Opportunity Cost 



the combining of other factors of 
production to create goods and 
services; a factor of production 

a graphic representation of the 
different combinations of two 
products that can be made from 
a finite set of resources 

the value of a second choice that 
is given up when a first choice is 
taken; the highest valued alter- 
native that must be foregone be- 
cause another option is chosen 



PROCEDURES: 

1. Ask students to identify (make a list oO three dif- 
ferent things they like but don't have enough of. 
Compile a list of these on the board and discuss how 
they relate to or demonstrate the central economic 
problem of scarcity. 

2. Choose one of the items from the list compiled in 
procedure 1 above. Be sure the item selected will 
clearly require examples of each of the four factors 
of production to produce. Ask your students to 
identify the resources that are used to produce the 
designated product. Guide this discussion into an 
explanation of each of the four factors of produc- 
tion. The fact that we have limited supplies of 
these factors causes scarcity and forces us to make 
choices. 

3. Define and give examples of opportunity costs. Ask 
individual students to describe a situation in which 



they were forced to make a choice and to identify 
the opportunity cost of their decision. 

4. Distribute Activity 9. Students may work on the 
exercise individually or in groups. It may be nec^)S- 
sary to help less able students complete their work. 
When the students are finished, go over the work 
together. Discuss the parts tnat they found dif- 
ficult. 

5. Point out the fact that in this example there is a 
constant ratio, or trade-off, between the produc- 
tion of pizzas and the production of spaghetti din- 
ners. Each time Tony makes another pizza, he 
must make three fewer plates of spaghetti. 

• You may want to explain that this often isn't 
how production works in reality. Usually there 
isn't an even one-for-one trade-off between two 
types of products because not all resources are 
equally well suited to all types of production. A 
cook who makes good spaghetti may make a 
poor pizza. If we require people to woik at jobs 
for whl:h they are not trained, they will not be 
very productive. If they are reassigned to a task 
for which they are better suited, their produc- 
tion should increase. 

• Discuss with your students the kinds of things 
they do well or pjorly. Ask them why they are 
better at some tasks than at others. 

EVALUATION: 

Evaluate this lesson using Activity 10 or Activity 11. 
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ACTIVITY 9 



Tony's pTxxiiidion choice 
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ACTIVITY 10 
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if ym won the lottery? 
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ACTIVITY 11 



Compreh£7ision quiz^ 
lesson If 
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LESSON 5 



The role of entrepreneurs 
in our economy 



TIME REQUIRED: 

Two Class Periods 

CONCEPTS: 

Economic Systems (traditional, command, market. 

mixed) 

Competition 

INSTRUCTIONAL OBJECTIVES: 

Students will: 

• Identify and compare the basic types of economic 
systems in which an entrepreneur can operate 

• State at least five contributions of competition and 
give examples of each 

• State and give examples of at least three benefits of 
entrepreneurship to society 

RATIONALE: 

Societies develop economic systems to provide a struc- 
ture for detemining how limited resources will be used 
to meet the unlimited wants of their members. To date 
societies have developed three basic types of economic 
systems: traditional, command, and market. A fourth, 
the mixed economic system, is a combination of the first 
three systems for making economic decisions. 

Entrepreneurs flourish in the market economy be- 
cause this system empowers individuals to make eco- 
nomic decisions. Profit serves as the mcenti ve to encour- 
age individuals to take the risk to start a new business 
venture. 

Through personal initiative and the effective imple- 
mentation of innovative ideas, entrepreneurs respond 
to economic wants and in so doing make a significant 
contributio " to the betterment of any society. Entrepre- 
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neurs are always looking for ways to improve the effi- 
ciency of the economy, and when they are successful, 
they stimulate economic gi'owth. The result of this im- 
proved efficiency, economic growth, and job creation is 
expanded economic opportunities for each one in the 
economy. 

MATERIALS: 

• Activity 12 "Basic economic systems" 

• Activity 13 "Scenarios for economic systems com- 
parison" and "Response page" 

• Activity 14 "Contributions of competition" 

• Activity 15 "Product competition in a market 
economy" 

• Activity 16 "Benefits of entrepreneurship to so- 
ciety" 

• Activity 17 Case studies (Part A and Part B) 
VOCASULARY: 

Entrepreneurship the human resources that as- 
sume the risk of organizing other 
resources to produce goods and 
seiTices 

Economic System the institutional framework that 
people use to allocate resources 
to produce and distribute goods 
and services. Economic systems 
operate to answer the three basic 
economic questions: What is to 
be produced? How is it to be pro- 
duced? For whom is it to be pro- 
duced? 

31 



Traditional Economic an economic system in which pro- 
System duction and distribution deci- 
sions are largely detemined by 
custom, i.e., the way things have 
been done in the pa? t 

Command Economic an economic system in which a 
System central authority makes the ma- 

jor production and distribution 
decisions; a system in which a 
central authority, usually gov- 
ernment (e.g., politicians, civil 
servants, and military), decides 
what to produce, how to produce 
it, and for whom it shall be pro- 
duced 

Market Economic an economic system in which the 
System major decisions about production 

and distribution are made in a 
decentralized manner by individ- 
ual households and business 
firms following their own self-in- 
terest. In a market economic sys- 
tem, individual consumers and 
producers make decisions based 
on prices about what is to be pro- 
duced, how it is to be produced, 
and for whom it is to be pro- 
duced, based on decisions they 
believe m\\ benefit them individ- 
ually 



PROCEDURES: 

DAY ONE 

1. Discuss with students the differences among the 
three economic systems. Use examples of the three 
systems, both in past times and in modern times, 

2. Distribute Activity 12. 

3. Divide the class into six gi-oups. Assign two gi-oups 
to be traditional, two to be command, and two 
to be market economic systems. Give each gi-oup 
Activity 13, 

4. Assign differerit situations to different gi-oups or 
the same one:, to all groups. Instinct the gi'oups 
as follows: 

• read each of the assigned situations given in 
Part A 



• discuss among group members how the eco- 
nomic system will react to this new situation 

• have the gi-oup record answei-s on Part B. 

5. Have each gi-oup share its answei-s with the class. 

NOTE: Procedures 1-5 can take one class period 
depending on how many situations students must 
respond to. 

DAY TWO 

6. Distribute Activity 14. Discuss it with the class. 
(This handout could be assigned as homework to 
be read prior to class.) 

7. Divide the class into gi'oups. (Change the composi- 
tion of the groups from the previous day.) Assign 
each group a product. (Teacher can have the prod- 
ucts written on separate pieces of folded paper.) 
Suggestions of products for the activity are: cars, 
sodas, sneakers, pizza, jeans, toothpaste. 

8. Using Activity 14 as a guide, tell each group to 
give an example of how a business in its product 
line accomplished each contribution. Example: 
A. Can lead to lower prices 

1. cars — rebates 

2. sodas — discount coupons 

3. sneakers — seasonal sales 

4. jeans— free shirt with pair of jeans 

5. pizza — large pizza for price of medium 

6. toothpaste — redemption prize 

Distribute Activity 15 for students to record their 
responses. 

9. Have each gi'oup share iti> answers w ith the class. 

10. Give each student a copy of Activity 16, or use as 
a transparency. Discuss the list of benefits with 
the class, making sure all students understand the 
benefits. Ask the students to give examples. 

11. Distribute Activity 17. Depending on the amount 
of time available, have students compl'^ce the activ- 
ity in class or as homework. 

EVALUATION: 

Ask the students to find a current entrepreneurial case 
study example in newspapers or business journals, such 
as Money, Inc., Entrepreneur, etc. They should read 
the article and list examples of benefits to society that 
resulted from the entrepreneurial activity. 
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ACTIVITY 12 



Basic economic systems 
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ACTIVITY 13 ^ f^RT A 

Scenarios for economic 
systems comparison 



1. A new itmn of low><hole«uro] com u developed. 

2. Tiit counti/i UndfilU tre becoming Karce. 

3. A baby boMit hu aurted. 

4. There u an excess wpi^jr of steel 

5 A bvestock kilkr bee hss invsded the country. 
6. The cost of milk hss shsrply bcre&aed. 
7 TWo neighbonns countnes are at war. 

8. A shorts^ of nurses has occurred. 

9. Denim coaU are the new fad. 

10. Medica] research proves th:.t ctlrus fnut cause* 
high blood preuurt. 

11. ViAS cauM great damngt to Mghways. 

12. Vocational Jobs are plentiful. 



ACTIVITY 13 • PART B 



ACTIVITY 14 



Response page 



Contributions of competition 



Tin* ^ ttaMiK kjium 

RMponM ct K«no(nK tjrtUm to tSa iituAlion 



RnpoM«o<<coMnue«yttmt«thu uft&AttML 



• Can lead to lower prices 

• Can lead to improved ({uality 

• Can lead to Urjrer variety of 
good* and servKes 

• Can lead to better service 

• Can lead to increased efSdency 

' Can lead to greatsr sensitivity to 
consumers* needs and wrants 

• Can lead to fatter responses to 
consumers' needs and wants 

• Can lead to greater innovation 
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^ ACTP^ITY 15 


ACTIVITY 16 


Product competition 
in a market economy 

Rtfrmt,. 

Nt* Y««k. »■ 

M 


Benefits of entrepreneurship 
to society 
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ACTIVITY 17 • I^RT A 


ACTIVITY 17 • PART B 
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grain mill into higldy automated 

flour producer 
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LESSON 6 



Markets in the circular flotv 
of the economy 



TIME REQUIRED: 

One or Two Class Periods 

CONCEPTS: 

Markets 

Circular Flow Model 
Product Market 
Factor Market 

INSTRUCTIONAL OBJECTIVES: 

Students will: 

• Identify and trace the flow of goods and services, 
factors of production, and money through a circular 
flow model 

• Explain the relationship between transactions that 
occur in the product market and those that happen in 
the factor market 

Describe the significance of the role played by entre- 
preneurs in connecting transactions in the factor mar- 
ket with those in the product market 

RATIONALE: 

In the United States, all firms exist within the context 
of our economic system, which economists represent 
with a circular flow model. In this model, businesses sell 
goods and service to households in the product market. 
The money that fu jns earn in the product market is used 
to purchase factors of production from households in the 
factor market. 

There are two flows of value in the model. Goods and 
services and factors of production move in a counter- 
clockwise direction. At the same time, there is a flow of 
money of equal value, which circulates in the opposite 
direction. In their effort to earn profits, entrepreneurs 
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help keep these flows moving and the economy healthy. 
By studying this model, students will gain an apprecia- 
tion of the role firms play in the functioning of the eco- 
nomic system. 

MATERIALS: 

• Activity 18 *The circular flow of resources, goods, 
services, and money payments*' 

• Activity 19 "What happened in Upper Utopia?" 

• Activity 20 "My family and me in the circular flow 
model" 

• Activity 21 Comprehension quiz, lesson 6 
VOCABULARY: 

Market a situation in which exchanges 

between b?iyers and sellers of a 
product or service are made 

Circular Flow Model a representation of the interac- 
tions between households and 
producers in product and re- 
source markets; a representation 
of the economy, which shows the 
flows of money, goods and ser- 
vices, and factors of production 
through the product and factor 
markets 

Product Market any setting where goods and ser- 
vices are exchanged by produc- 
ers and consumers 

Factor Market any setting where factors of pro- 

duction are exchanged by own- 
ers (sellers) and buyers (firms) 
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PROCEDURES: 

1. Make a transparency of the circular flow model 
included in Activity 18 or draw a circular flow 
model on the chalkjboard so that it can be easily 
seen by all students; Trace the flows of goods and 
services, factors of production, and money through 
the system. Distribute Activity 18, which includes 
a desk copy of the model and a list of events, to 
each student. Tell students to determine where 
each event should be placed or. the chart. They may 
do this as individuals, as pairs, in small groups, 
or together as a class. When they have finished, 
discuss what they have done. Be sure they under- 
stand any mistakes made in placing the events 
correctly on the chart. 

2. Using an enlarged copy of the circular flow mc dei 
or the transparency made in procedure 1 above, 
help students identify which parts of the model 
would be affected by each of the following events. 
Emphasize the fact that an interruption of any flow 
at any place in the model will affect all other parts 
of the flow model. This shows that economic events 
in one part of the system inevitably affect its other 
parts. 



EVENTS: 

• all the members of a large union go c.i strike 

• a major manufacturer of automobiles goes out of 
business 

• many workers are worried about being L- d off and 
spend less 

• a war in another rt of the world cuty off our supply 
of imported crude ^ 

3. Distribute copies of Activity 19 to each student. 
Ask students to read the paragraph at the top of 
the page and be prepared to discuss the questions 
that follow. Go over the questions with your stu- 
dents. Define the term ''derived demand" for them. 
Discuss how the situation they read about demon- 
strates the derived demand for labor and the rela- 
tionship between the factor and product markets. 
Emphasize that an interruption of any flow at any 
place in the model will cause a disruption of the 
entire economic system. 

EVALUATION: 

Evaluate the lesson using either Activity 20 or Activity 
21. 
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ACTIVITY 18 



The circular flow of resources^ 
goods, serviceSj and 
TTimey payrnerUs' 
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ACTIVITY 19 



What IiappcTied 
171 Upper Utopia? 



r«r MM7 ywn ika t t<»»*ir «f L'pp*r Uto^ «r«rt«4 



« W vmu4 W|>«r wtTM t«i«l»y«il k7 U« bwi- 
iwMM viMM mm w«M44 Unw WiVa Om 

vtrijn kiftMC view, U« •WDMV nuawd 



1. \l^>m^ VMfV«UMrTv««mUaiJW«iUt«mUHrh'(^(K^«<9'v^w^T 

} r^pUt* vkjr Ua bcur ti4 fn4m wwiKi irpa«4 «• Mclt rkaf « 

Xatiiffy Mm4 ^ Um fkn«r ia4 pnrfwt mrufelM Urnuffe Om MttAonx. A* inUfrwUM «l 

Um &*« w MX Mrt4t w%l Um «< Um aMM anHMir. 



ACTIVITY 20 



ACTIVITY 21 



My family and me in the 
circular flow model 



|Ulawii«UiAk«Pfy«fUM(tfrKUr6r»M«M Ulitl»«ekfu\»ti>*ipfvff>tUH*n IWrt m • btUr U Ua 
•UM«<MM««fUMapMM TWMJMlAlmt^fM/aaUMltMMawUatW;. r«rrac*MUf,dMmW»«M»<A«c 
yag 4\ «r • mtmW •< jrw? ttM^y Awa. tK*l lu M* tSa bUnk a« Ua <vrular ti>v amM. 



Comprehension quiz, 
lesson 6 



Mjrri 

bctariMiriai 4anv«l |M> 

(ralMtiMUrMci Ua toMMav. 



2. raW.«lMai«,awia<i(«lKW«k.Hi<M4*aUkUa 
L Uad.URr.ca<auLMdaMniir«mn&«v«nU«ict«wii 



VtarsMfta<_ 



4 M<A*y («wiM l^r't'MA V 



^ AM«m viA ir»f> (Lmj»te A Us iffn^n^P tM««f *1A1m« my IMW pafa tka tali ^ rtuTT* 



tiar«.«'««r«t.KY 



Utfw«* Ua tM«r aWiaL 

UraH^ Ua K*At(t mHwC 
1 Cmmimu al Ua iwMtd for fMian •< f(<ad«tiM — **nw9i ^ itmmL 
MUrTH 

lU^ Ua ptncn^ fcala« Md w*ar Ua M»*W I^MUOM. 

U Utf. »Wa nU »w ant twrf U Swu^a MA IW« »M« MTV la« rMfib l«W kU«l »art af CO^ 

yw* ktar tf-ftttiH« ftofU Ud Mva4 Um*. Muty pa%4a fttrar Uaka4 UegMUi >alM ar im 

f Wk/*«r«iUrMafcbUMaaaMW7»tf«roodatoUa(p»n«'CkUrikiA«Ua|«UTOlm 
]iti«ra acM pMr* riodt fca«Mia* a«n p*o(^ tMvad I«U Ua trvik 

L Wk/*frtaaMM/pae()la«lil«UMM«Mrte«liMarMtfc«%} 
Aa atana mU mra tw>k. Uay iwaM U kira Mra wwtara. 

I WUa Ua rJ^am. »fcy 4>J miiy teaa Umtm' Un mt Uana*? 
» W« Ua cUJ n* aut. lovfla kit Md auraa CuImL 

10. Hr* 4oa4 Uia aim^li itmmMLt Ua Ida* •< dadv^ ^ f* 

IV iLim aaly kwW »«rtbm M lM< u Uay tU» U af« r>>^ • ^ pnrifMt 
dMuM (trUbor «ru d«nv«4 frM Ua df«MM f> tba |«<9dufU Ukay ai^ 

tMa. }>«« Yar^ KY. 



22 



ERIC 



37 



LESSON 7 

What is an entreprenewnal 
innovation? 



TIME REQUIRED: 

One Class Period 

CONCEPTS: 

Entrepreneur 
Factors of Production 
Innovation 
Invention 

Entrepreneurial Ideas 
Entrepreneurial Opportunities 

SNSTRUCTIONAL OBJECTIVES: 

Studpnts will: 

• Differentiate between an inventor and an entre- 
preneur 

• Differentiate between an entrepreneurial opportu- 
nity and an entrepreneurial idea 

• Define innovation 

• Given a list of entrepreneurial opportunities, suggest 
entrepreneurial ideas for responding to each 

RATIONALE: 

Entrepreneurs use innovation as a tool to effect change 
and to develop better products, services, and processes 
that are wanted by others. Innovation is a driving force 
for change and is given birth by inventors. It is the 
entrepreneur who brings the innovation to "life" and 
uses it to make a valuable contribution to change, devel- 
opment, and progress in the economy. 

A new idea is meaningless to the economy unless it 
is brought to market and made available for others tc 
enjoy and utilize in meeting their wants. Therefore, it 
is essential that entrepreneurs focus their ideas on a 



specific opportunity, a want (perhaps not yet recog- 
nized) that needs to be satisfied, a problem that has to 
be overcome, or a challenge that has to be met. 

MATERIALS: 

• Activity 22 "Responding to an entrepreneurial op- 
portunity" 

• Activity 23 "Brainstorming technique" 

• Activity 24 "Invention, innovation, and entrepre- 
neurship" 

VOCABULARY: 

Entrepreneur an individual who recognizes op- 

portunities (wants or problems) 
and uses resources to implement 
innovative ideas for new, 
thoughtfully planned ventures 

Factors of Production resources necessary for produc- 
tion, including land, labor, 
capital, and entrepreneurship 

PROCEDURES: 

1. Ask students to define "inventor." Through class 
discussion, elicit a definition similar to thx follow- 
ing: An inventor develops something new and cre- 
ates new products, services, and/or processes. 

2. Place the following statement on the board: "An 
inventor and an entrepreneur actually do tho same 
thing." Ask students if they agree with the state- 
ment. The discussion should lead to the :d!^a that 
inventing something is one process, but getting it 
widely accepted, produced, and distributed is the 
domain of the entrepreneur. Many inventions, for 
example, are never duplicated because no tiitre- 
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preneurial talent ?v,i the other three factors of 
production together — land, labor, capital— to have 
it made, sold, and distributed to consumers. 

Ask students to define *innovation" in an entrepre- 
neurial sense. Conclude the discussion by g aerat- 
ing a definition such as "to be innovative means tc 
develop something of value and useful to others, 
not just something that is simply new and dif- 
ferent." 

Spend some time discussing how entrepreneurs 
generate innovation. Distribute Activity 22. Di- 
rect students' attention to the definitions of an 
entrepreneurial opportunity and an entrepreneur- 
ial idea. Use the examples to point out the differ- 
ences and relationship between the two. 

Divide the class into brainstorming groups and ask 
each group to identify entrepreneurial opportuni- 
ties in their school and community. If students 
need help or instructions in brainstorming, distrib- 



ute or review with them the rules in Activity 23. 
Appoint a recorder/reporter for each group. Allow 
10 minutes for the brainstorming session. 

6. Have each reporter present the group's best entre- 
preneurial opportunity. As each opportunity is 
presented, evaluate it as a class. List the opportu- 
nities on the board. At the end of the e.xercise, 
have the class select what it perceives to be the 
one beet opportunity. 

7. Ask each student to write three to five specific 
ideas, being as innovative as possible, that could 
be considered as a response to the opportunity 
selected by the class in procedure 6 above. When 
tho is done, have the students share what each 
considers his or her best entrepreneurial idea with 
the class. 

EVALUATION: 

Have students work in cooperative groups to complete 
Activity 24. 
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ACTIVITY 22 



Responding to an 
Cfiirepreneurial opportuniiy 



W •AVrw*4. tnKvi. 



•^tU Ury »«t ftM tkf 

TVrr ■ a mt4 W •%VH>rT«4 
•^uoiM rrcwcw< AIDS 



AIDSfi 



Am A«<Mm Cte fntifil 



ACTIVITY 24 



Invenifon, inrwvaiioi^ 
and entrepmneiiTship 



ACTIVITY 23 

BrainsUn^ming technique 
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w ir UM* ««•« • wfM ti*! Um 



$urt ona tW -.Vmw m mmt m cm br ^Umjc kn^^ 4*Urn« WiW.' H«w 

m4 t*i»rtv)r« Or**, 
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tion? The discussion of these questions should lead 
to an analysis of the concept of economic interde- 
pendence in that the economic actions of one person 
affect other people — it opens and closes opportuni- 
ties. As an example, have the class think alDOut the 
impact of the automobile on several of the follow- 
ing: (a) horse traders, (b) hotel builders, (c) rail- 
i-oads, (d) saddle makers, (e) map makers, (0 city 
planners, (g) retail stores, (h) insurance compa- 
nies, (i) oil companies, (j) blacksmiths. 

Distribute Activity 25. Discuss the interdepen- 
dence that this diagram reveals. You may need to 
explain some of the terms and reasons why differ- 
ent industries or businesses are affected. For ex- 
ample, because of computer software packages, 
the adding machine and the appointment calendar 
not be in as much demand, or corrections of 
copy can be made electronically by a microcom- 
puter; thus, correction devices are not needed as 
much as they once were. Ask what new industries 
have risen because of the microcomputer inno- 
vation. 

Distribute Activity 26, Activity 27, ^ad Activity 
28. Go over the instructions for having the students 
indicate the products/services that are positively 



and negatively affected by each of the innovations. 
(You may wish to divide the class into small groups 
or pairs and assign one of the innovations to each.) 
Have the groups report their findings to the class. 
Discuss ways in which the responses from groups 
working on the same innovation were similar or 
different and reasonis for these similarities or dif- 
ferences. 

5. Optional. As an alternative to procedure 4 above, 
distribute Activity 29 and have each student or 
group identify an innovation and name the produc- 
ers who were positively and negatively affected by 
its introduction. 

6. Spend some time explaining how innovation en- 
courages the mobility of factors of production. Ex- 
plain that the factors of production are land, labor, 
capital goods, and the entrepreneur. When an in- 
novation is accepted, the entrepreneur uses an in- 
creasing amount of factors of production to produce 
his or her product. Other entrepreneurs who start 
businesses related to the innovation use additional 
factors of production necessary to make their 
goods or services. 

ALUATiON: 

Have students complete Activity 30. 



ACTIVITY 25 



Ripple effects in the 
marketpiace: microcamputers 

IMMOViTlOMS OtMnUffl MIW mOUSTWtS AJtO ICOKO^ ACTivmss. 

Ai BMTsooo MC only tSKU tboM DAlAiX MCa»( bamooa 

e< n!Ued rod* lad MrncM. leaoridoQ eta t!w iSKt MCM 
aeuatf tiut lh«7 rsStr b*e»8M tb« Mct^uae* tb« bawvtdoe. 




ACTIVITY 26 



Ripple effects in the 
marketplace: airplanes 



IMmtUCTtOMS 
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ACTIVITY 27 



Ripple effects in the 
marketplace: vacuum cleaners 



HMmMCTKMIt 




ACTIVITY 28 



Ripple effects in the 
marketplace: pernmteriPpress 
fabrics 



ACTIVITY 29 



Ripple effects of an inrwrntion 



■NIT RUOTVJIIS 



« nu MM 4f M bwTUM ■ Um W«A (PM praviM to tfM ti^ 





ACTIVITY 30 



Comprehension quiz^ 
lessons 



TMI UUUI. MtAN ptvm* MAcmm 

Left Ut KtintiM W M MtmirnMW nmA ki U* wvtMJO* Mtd mockhM Mrk«Unc «f • coMpM, 

totip«Mtvt AopliM t)b«t UltM aff wMlMut ui txttnart ranvty «r lirM! 

A)m mfqom Utt Uu> WW vrpkM it m *My to opmu m m «iii«nob&«. Wk«t Wi* *— to» »c m» i^lcte bt 
Mfidmly t&eud by tbw tonovUioBl 
WHU j9m Mwwiw la Um ipi 
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ACTIVITY 27 



Ripple effects in the 
marketplace: vacuum cleaners 



HMmMCTKMIt 




ACTIVITY 28 



Ripple effects in the 
marketplace: pernmteriPpress 
fabrics 



ACTIVITY 29 



Ripple effects of an inrwrntion 
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ACTIVITY 30 



Comprehension quiz^ 
lessons 



TMI UUUI. MtAN ptvm* MAcmm 

Left Ut KtintiM W M MtmirnMW nmA ki U* wvtMJO* Mtd mockhM Mrk«Unc «f • coMpM, 

totip«Mtvt AopliM t)b«t UltM aff wMlMut ui txttnart ranvty «r lirM! 

A)m mfqom Utt Uu> WW vrpkM it m *My to opmu m m «iii«nob&«. Wk«t Wi* *— to» »c m» i^lcte bt 
Mfidmly t&eud by tbw tonovUioBl 
WHU j9m Mwwiw la Um ipi 
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LESSON 9 

How much are consumers 
willing to pay? (demand) 



TIME REQUIRED: 

Two Class Periods 

CONCEPTS: 

Demand 
Law of Demand 
Demand Curve 
Determinants of Demand 
Shift in Demand 

INSTRUCTIONAL OBJECTIVES: 

Students will: 

• Define demand anil demonstrate knowledge of how 
the law of dem&r;d functions 

• Explain why demand is necessary to the success of 
any enterprise including enLepreneurial ventures 

• Identify and expiarn determinants of demand 

• Construct and read a demand curve 

• Recognize situclions that result in a shift in demand 
and determine the direction and economic conse- 
quences of the shift 

RATIONALE: 

Although the primary objective in running a business is 
to earn a profit, this is impossible if no one wants to buy 
the product being offered for sale. Entrepreneurs need 
to know how many products they will be able to sell at 
various prices in the market they serve. They sibo liVast 
be aware of factors that have the potential of changing 
demand for their products. Finally, they need to under- 
stand the impact that changes in price would have on 
the niimber of products they can sell. Without a basic 



knowledge of these market forces, entrepreneurs are 
less likely to succeed in earning a profit. 

MATERIALS: 

• Activity 31 "The demand for 'Kookies' " 

• Activity 32 "What is happening to the demand for 
canned tuna?" 

• Activity 33 "Factors affecting demand" 

• Activity 34 Comprehension .quiz, lesson 9 



VOCABULARY: 

Demand 



Law of Demand 



Determinants of 
Demand 



Demand Curve 
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the schedule of how much con- 
sumers are willing and able to 
buy at all possible prices in a 
given period of time 

everything else being equal, 
more products will be demanded 
at a lower price than at a higher 
price 

factors (incomes, tastes, and 
preferences, the prices of substi- 
tute or complementary products, 
expectations for the future) that 
cause the demand for a product 
to change 

a graphical representation that 
shows the number of products 
that will be demanded at various 
prices; a graphical representa- 
tion that shows the relationship 
between different prices for a 
product and how much of it peo- 
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pie will be willing to buy at each 
price 

Shift in Demand an increase or decrease in de- 
mand that results from a change 
in a determinant of demand for a 
product 



PROCEDURES: 

1. Distribute a copy of Activity 31 to each student. 
AfIx them to read Part A and to complete the table. 

2. Tabulate your students' answers on the board as 
follows: 

Total number of "Kookies" 
Price students in this class would buy 

$ .20 each 

.40 each 

.60 each 

.80 each 

1.00 each 



3. Discuss the meaning of the terms demand and the 
law of demand with them. 

4. Plot a demand curve on the board based on the 
data collected from your students. Have each stu- 
dent do the same on Part B of the activity. Point 
ouc how the law of demand is demonstrated by 
their graphs (the number of "Kookies" that would 
be demanded at a low price is greater than that 
which would be demanded at a higher price). 

5. Ask yo jr students what would happen to the num- 
ber of "Kookies" they would buy at each price as 
the result of each of the following events: 

• their weekly income went up $20 

• their girlfriend or boyfriend developed a mad 
craving for "KooWes" 

• the drugstore down the street had a sale on 
candy bars at 10 cents each 

• they heard the price of "Kookies" was going up 
25 cents next week 



6. Explain that the factors they considered in proce- 
dure 5 above are called determinants of demand 
by economists. When these things change, the 
number of items people are willing to buy at each 
price also changes. The determinants of demand 
demonstrated above are: income, tastes and pref- 
erences, the price of substitute goods, and expecta- 
tions of the future. 

7. Explain that each of the situations in procedure 5 
above would cause the demand curve to move ei- 
ther to the left (showing a decrease in demand), 
or to the right (showing an increase in demand). 
Sketch a new demand curve on your original graph 
of demand for each situation and explain each shift 
in demand to your students. If needed, demon- 
strate the shifts by repeating procedures 2 and 4. 

New demand curve: 

• an increase in income would cause the demand 
cur^e to shift to the right (income) 

• an increase in your girlfriend's or boyfriend's 
desire for "Kooki^s" would cause your demand 
curve to shift to the nght assuming you bought 
more for your inend (tastes and preferences) 

• a sale on candy bars would cause the demand 
curve to shift to the left because many people 
would substitute candy for "Kookies" (the price 
of substitutes) 

the expectation of a future price increr se wouid 
cause today's demand curve to shift t j Ihe right 
as customers stock up on "Kookies" before the 
nrice goes up (expectations of the future) 

8. Distribute Activity 32. Have your students com- 
plete these either as individuals, as pairs, in small 
groups, or as homework. When they have finished 
this work, go over the results in class. Review your 
explanation of «.hifts in demand and discuss how 
the situations in the worksheet demonstrate exam- 
ples of these shifts. 

EVALUATION: 

Evaluate the lesson using either Activity 33 or Activity 
34. 
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ACTIVITY 31 



Th£ demaiid for ''Rookies'' 
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ACTIVITY 32 



W/ioi ts happening 

to tfie demand for canned tuna? 



nurri 



Mwy <f4rvt« 7> crMJ a fw tB U» tin*, bu MOetd 0«( W ktrt Hmat^ frm Um U Um*. 



im. 



1. For a few vf«ka 4Atr U«rt im ta utkl* a Uw HfVHWfMr kbcoi kt* teaMAi taM M k. Uuft hIm 
ummmJ 10 OM B <«]r. Dm preb«btx kappvMd bwMM 

Xhtj U«2tM K v««U tM^ Ur« Hty kultXy, 



^. Tbm WM « tnirk 4nmt* Mnk« toi food M««rM« wfft MUnvpc*d H»rf mU I(i0 om Man • 4t]r. 7V3i 

tomt W U«ry'* cuHcmt* rntt^^tr U tUcK «> m tuna b*wiM Uw]r wtrt tftiji t)w7 wM Ml 

t« lUi (• ^jr A ta tK« ^urt if Dm turkf baud a knc UM. 



Nurrii 

7W inft» b«l»w fip m a^m Uw dtmiAd cw> » f«r Nwy'* nAiwd t«A« ^*>i on a rr|>tltf 
Ik *14 bUnk tpMv rowM. wnU t)w dttennuMnt af dema/id f«» «»fA mIuaUo*. 



ACTIVITY 33 





Factors ajfecting demand 



Cu «A «l>mw«mfM» frc«n pc^tpapm or nucuum for tw* i«uax wtfrUud produfta. 
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(jpMUtMM •f Mcrt cKaATM) it «Mh adfffUMSMN tov« U tppMlt EipUia kow y«i kiMw Dua. 
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OMif* lA prrftrm* or tut« 



Qv«r«ty 
L'lpKtation (»r tka ftitiuv 



1 VVW would you fKunaU tke ixm of ta^k (codwt w h»w« 

iYodwtNV I S hxtductN* ZS . 

X Kmat* tkf ttw of iitntM w your cw* verda 
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EipUa «kr. 

I brbcv* product K*. woold k«n. tke irratw prrmUft kMt ia • »<« ti««aua* 

1 [V«fT^ kow <Utni tUt aeO If4 (irodiict you idMAiM in qvMi^^ 
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ACTIVITY 34 



Comprehension quiZy 
lesson 9 

nurri 

AAi**r tirj hOv^ tj (>Uv« Xh* Wtur ol ih« wmt <iffiniOc« ■> hUftk b( trort; <rf r«di tern. 



1 drtrfTNMAt </ ^miM 



1, «ip*CtMiOM 



A. predwutJutin&7M(t<«u<il7Ut* 
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cvMoMnT vta»(MM U bu7 • product 



nurrii 

^Bdy Um r»94 1« Um 4iM> mvtf Uk« loa4«tr« ^MMkM. 
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LESSON 10 



How much should I 
produce? (supply) 



TIME REQUIRED: 

Two Class Periods 

CONCEPTS: 

Supply 

Law of Supp;y 

Increasing Costs of Production 
Supply Curve 
Determinants of Supply 

INSTRUCTIONAL OBJECTIVES: 

Students will: 

• Define supply and demonstrate their knowledge of 
how the law of supply operates 

• Explain how a firm^s willingness to supply products 
is a function of price and its costs of production 

• Identify factors that result in increasing costs of pro- 
duction 

• Construct and read a supply curve 

• Recognize situations that result in a shift in supply 
and determine the direction and economic conse- 
quences of the shift 

• Apply the principle of increasing costs of production 
to solve problems related to an entrepreneurial enter- 
prise 

RATIONALE: 

Entrepreneurs produce and offer products for sale when 
they have the expectation of earning a profit. This expec- 
tation depends on the price that can be charged for their 
products and on their costs of production. As businesses 



ERLC 



produce more products, they are likely to experience 
increasing costs per unit. Eventually a level of produc- 
tion is reached where the cost of making another item 
is greater than the price it can be sold for. At this point, 
the firm should stop producing more goods. Entrepre- 
neurs need to be aware of the relationship between 
price, costs, and the number of products that should be 
produced and offered for sale. 



MATERIALS: 

• Activity 35 



"The supply of *Kookies' 



Activity 36 "Arnold's fossil farm" 



Activity 37 
goods?" 



"What is happening to the supply of 



Activity 38 Comprehension quiz, lesson 10 



VOCABULARY: 

Supply 



Law of Supply 



Increasing Costs of 
Production 



Supply Curve 



the schedule of how much pro- 
ducers are willing and able to sell 
at all possible prices in a given 
period of tune 

everything else being equal, 
more products will be offered for 
sale at a higher price than at a 
lower price 

as more items are produced a 
point is reached where each addi- 
tional unit costs more to make 
than the preceding unit 

a graphical representation that 
shows the number of products 
that will be supplied at various 
prices 
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Determinant of factor that r.BMses the supply of 
Supply a product to change 

Shift hi Supply an increase or decrease in supply 
that results from a change in the 
determinants of sup^'v for a 
product 

PROCEDURES: 

1. Explain the terms supply and the law of supply to 
the class. 

2. Distribute a copy of Activity 35 to each student. 
Ask the students to read the paragraph at the top 
of the page and to study the table. Work through 
the e.\ercise with your students or have the stu- 
dents complete the exercise in small groups. Be 
sure to go over the correct answers together and 
to place a copy of the supply curve on the board. 
Discuss the implications of increasing costs of pro- 
duction. 

3. Plot the supply curve for '*Kookies'* on the board. 
Ask your students what would ha:^ipen to the num- 
ber of "Kookies" they would be willing to supply 
at each price in each of the following situations: 

• you find that you are able to sell many more pies 
at higher prices and earn large profits for each 
pie 

• the cost of chocolate chips guus down b> one- 
third 

• you hear the school cafeteria is about to start 
selling large cookies too and you are afraid you 
will have to lower your price to maintain your 
sales 

4. Expkiin that economists call the factors considered 
in procedure 2 determinants of supply. When these 
things change, the number of iterns firms are will- 
ing to produce and offer for sale at each ])rice also 
changes. Determinants of supply include changes 
in the costs of production, changes in the prices of 
other products that could be made, and expecta- 
tions of the future. 

5. Explain that each of the situations described in 
procedure 3 above would cause the supply cur\e 



to move either to the left (showing a decrease in 
supply), or to the right (showing an mcrease in 
supply). Sketch a new supply curve on your origi- 
nal graph of supply for each situation and explain 
each shift in supply to your students. 

• an increase in the ])rice you could charge for 
pies would cause you to allocate your scarce? 
resources to pies, thereby causing the supply 
curve for cookies to shift to the left 

• a decrease in the cost of chocolate chips would 
result in an increase in your unit profit and your 
willingness to supply products; the sui)[jly curve 
would shift to the right 

• the expectation that competition will result in 
lower prices will discourage you from making 
the product, and the .supply curve will shift to 
the left 

(5. Distribute copies of Activity 3f). Divide the class 
into small groups and ask them to read and discuss 
the handout. Tell them to determine how the story 
denion.sti*ates the law of supply. Eafih gi-oup should 
choose a s])okesperson who will explain his or her 
thoughts tp^the rest of the class. Spend time ex- 
plaining how Arnold's problems are typical of those 
experienced by other bu.sine.ss people. 

7. Ask students to explain w hat would happen to the 
number of fossils Arnold would supply in each of 
the following cases. How would his supply curve 
shift in each situation? Sketch these .shifts in his 
supply curve on the board. 

• Arnold's .salary at his rtc:ular job went up to $30 
an hour 

• The cost of getting to Wyoming increased by 
$100 

• The number of specimens he coukl find per unit 
of time grew by 50 percent 



EVALUATION: 

Evaluate the lesion bj using Activit} 37 or Activity 38. 
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ACTIVITY 35 



Tlie supply of "Rookies" 
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ACTIVITY 36 



Arnold's fossil farm 
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T\u jrttr AtmU U6k liM tff from kit >tb w k«ra kt 
MTM ta) kk ktur knd »pr«i Itt w*«kt M Jm wrf Jtly 
tnktrnpMtj, Ht ttnttMy tfd ktfMttf >t ht tookM$ 
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ACTIVITY 37 



What is happening 
to the supply of goods? 
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ACTIVITY 38 



CompreJiensim quiz, 
lesso7i 10 
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LESSON 11 

What's the right price? 
(market equilibrium) 



TIME REQUIRED: 

Two or Three Class Periods 

CONCEPTS: 

Interaction of Demand and Supply 
Surpluses and Shortages 
Market Equilibrium 
Equilibrium Price 
Changes in Equilibrium Price 

INSTRUCTIONAL OBJECTIVES: 

Students will: 

• Explain how differences in the quantititw jf a product 
demanded and supplied will result in either surpluses 
or shortages of that product 

• Explain why surpluses will lUse prices to fall and 
why shortages will cause prices to rise until an equi- 
librium price is reached 

• Given a graph of demand and supply, locate the equi- 
librium price and state the qua:^tity of the product 
that will be supplied and sold at that price 

• Use data provided to construct a graph showing the 
equilibrium price for a product 

• Determine how shifts in supply and demand change 
the equilibrium price and quantity of the product that 
is supplied and sold 

RATIONALE: 

Entrepreneurs exist in markets made up of consumers 
who demand the products that firms supply. The price 
that competitive firms are able to charge is determined 
bv the interaction of market demand and supply. A firm 



t* charges more than the market equilibrium price 
w find it is unable to sell all of its production. If other 
firms charge less than the market equilibrium price they 
will have more customers than they have products to 
sell. Entrepreneurs should realize that equilibrium 
prices change over time as supply and demand shift. 
Most businesses have limited control over the prices 
they can charge, 

MATERIALS: 

• Activity 39 "Demand for apples and equilibrium" 

• Activity 40 "Supply of apples and equilibrium" 

• Activity 41 "The demand and supply for *Kookies* " 

• Activity 42 "Demand and supply table" 

• Activity 43 Comprehension quiz, lesson U 



VOCABULARY: 

Surplus 



Shortage 



Market Equilibrium 



condition that results when the 
quantity of a product supplied at 
a particular price is ^reater than 
the quantity demanded at that 
price 

condition that results when the 
"^ntity of a product demanded 
at a /articular price is greater 
than the quantity supplied at 
that price 

condition that exists when the 
quantity of a product demanded 
and quantity supplied are the 
same at a given price 
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Equilibrium Price the price level at which the quan- 
tity of a jT/roduct demanded 
equals the quantity supplied 

Point of Equilibrium the point of intersection between 
a product's demand and supply 
curves which indicates the equi- 
librium price and the quantities 
of the product that will be sup- 
plied and sold at that price 

PROCE:DURES: 

1. Name a specific local store where your students 
frequently shop and a particular product they often 
buy from that store. A»k students to write on a 
piece of paper the price of the product named along 
with an estimate of the number they personally 
buy each ye.?r. Choose another price that is 
roughly 50 percent more than the current price. 
Ask your students to write the number of items 
they believe they woi>ld buy at this higher price. 

2. Collect the papers and tabulate the results on the 
board as follows: total the number of the product 
your student*? estimate they currently demand; 
then total the number they would buy at the higher 
price. 

3. Ask: What happens to the quantity demanded (i.e., 
the quantity the class is willing and able to buy) 
when the price increases? Do you think the higher 
price would encourage the store to offer more of 
the product for sale? Discuss how vhis situation 
would result in a surplus of the product in a store. 

4. Ask: What do you think would happen to the quan- 
tity demanded 5f the price should drop to 

(name a price 50 percent lower than the current 
price)? What effect is this likely to have on the 
quantity the store is willing to supply? Discuss how 
this situation would result in a shortage in the 
store. 

5. Define and explain the concept of market equilib- 
rium. Discuss how s>'irpluses and shortages tend 
to force prices toward tne equilibrium price. Dem- 
onstrate how shifts in the demand ana supply 
curves would result in new points of equilibrium 
quantities and equilibrium prices. 

6. Instruct students to organize into pairs. Distribute 
copies of Activity 39 to one student in each pair 
and Activity 40 to the other. Tell them they are to 
work together to complete their worksheets. Read 
through the directions with them and answer ques- 
tions about what they are to do. Be sure they 



understand that there is one buyer (Activity 39) 
and one seller (Activity 40) in each pair. Each has 
information the other needs to complete the third 
column of the table. If students need additional 
help to fjet started, help them complete the top 
row of the table as follows: 

• Ask students who have Activity 39 (buyer) how 
many apples they are willing to buy at SlO a 
bushel. (20 bushels) 

• Tell the students with Activity 40 (seller) to 
write this number in the column under the head 
ing ''Quantity demanded." 

• Ask the sellers how many apples they are will- 
ing to supply at SlO a bushel. (60 bushels) 

• Have the buyers write this number in the col- 
umn under tbi iieading "Quantity supplied." 

• Ask if this condition would result in a surplus 
or shortage (.>urplus — quantity supplied would 
1: e greater than the quantity demanded). In- 
istruct students to write the word "surplus*' in 
the appropriate blank. 

• Ask: How large is the surplus? (40 bushels), 
r'ave students write the number in the aj^pro- 
priate space. 

7. When the students have completed the activity 
sheet, discuss their answers. Have them identify 
the point of equilibrium on their graphs. 

8. Suggest that the events listed below happened. 
Discuss their impact on the demand, supply, and 
equilibrium price for apples. 

• A cold winter cuts the apple harvest in half. 
(This would cause the supply curve . \ shift to 
the left; the price would increase, and the quan- 
tity demanded and sold would decrease.) 

• There is a gi'eat increase in the demand for all 
kinds of pies. (This would cause the demand 
curve to shift to the right; the price w^uld in- 
crease, and the quantity supplied and sold would 
increase.) 

• A new fertilizer increases the yield of apples per 
tree by 15 percent. (This would cause the supply 
curve to shift to the right; the price would de- 
cline, and the quantity demanded a»id sold 
would increase.) 
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• There was a report printed in many papers that EVAWUATION: 

said apples were treated with a chemical that Evaluate the lesson by using Activity 41, Activity 42, 
might cause cancer. (This would cause the de- or Activity 43. 
mand curve to shift to the left; the price would 
decrease, and the quantity supplied and sold 
would decrease.) 



ACTIVITY 39 



Demand for apples 
and equUibrium 
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ACTIVITY 40 



Supply of apples 
ami equUibiium 
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ACTIVITY 41 



The demand and supply 
for ''Rookies'' 
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5 Wo«UtlwprKvt*ndU{o«por^4o«»frTMiR)(««u* 

>b*i«J cn dau prondfd) 

4. ^^WialVoquiUinuaiprK* MUM«UJBCi(o; 

(baa«J e« IW dau pronM) 



h rwf a.n» StnUftM C Jam C iwboI oh t nw awe tdata- 
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ACTIVITY 42 



Demand and supply table 



• tW end bffow ^ wntiBC tit* coRKt Cm« n ««di bou 
*M«tt Irft*— *M*«c ricM*->^ rsui th« MMc* fer ^rund tnd to^ftf. 
*lMmMe'WX«y Ue •mm*— «r "UrmMt* tar ttw «<;<uiUrHei prvr. 





TlMC«man(Scwv« 1 TM tuppty cum 
would 1 wotM 


TTtt«quW>rijni 
price wou*C 


ttudtm ««« buy *Koc«u««' 








On* 01 V« OOOM n Vm 
h«v«inor««orktoOO 


•say the uae 


RIOT* Mt 






(Bi3T«r4:tt 


•uytlMtaa* 


KXniM 


cost 01 9u 10 heal th* 
t>4X«ry J ov*ft$ Qo« doom 
50% 


•ux t>>r MOM 




Ctcmt4 


Th*ri««3 COCK new 

and « rtcucM br s cook 
wf)o maMs fwVl lood 






eKTMM 


T^er• a a 2S% rcrtoM >% 
ch«eosioiaotf 


•uy Uwuat 




bcTMM 



ACTIVITY 43 



CcmprehmsUm quiz, 
lesson U 



MItTI 

i tllWftiCf*:' Xt 



(1)1 



2. At Uw aiuiH •^t^kfcnun pnn, wr: 
4. kaevtiwArvMtanuBctpnift 

la»wti>«enaitraakH(»kM 
0doot kM« tf tit* fim tt •tranc ■ pnAt 



1 UUwT«i*«*>\orta<*o(«prodMt.<WniUr4m«t 
pnc* h: 

L 4b(/v« tW cqjinUnui* |*icv 
MNTM 

Bw TMT sMivm l« th* Ibaowwf en ih* inptk t* tit* nc^t. 

J , roo 

7. K«w maajr pain af aodu «iS b* boufM tnS told m 
tb* «<««B]sbnBa pnra? 

t. Atftpnc«af$<.wc)Jdthn*b*iMrpfcia«r*>horC' 
t(« «f wool Mcb! 

TfcfWwwJdb**^ 

f K«w box* wouid tha aurptaa ar tttortttf bt! 



^btlowth**<fi n fc b f » i fa ync* 
c to th* «;ps%teitta pnc* 

C If nu7 iQor* ptc^ w«M to b«x I prodMct, lU de- 
Oft, id <urr« B«vt u tht riffct aAl iu t^fuil^bnitts 
pne*«A 

®r>«p 

Di. MtJ tWtaMit 

If tit* COM alKuJonci product in(mM*.«U<up(4]r 
(urv* wd u th* Mt Md Ka «iwbtnaa pnct 

0 lUjthfUfBr 



Oomand and Supply 
lor Wool Socka 




r. f ■r>¥7tTww«A«. rM(4M# jb«r«r«> C JmmCmooIw C«M«Mwc £>£«»■ 
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LESSON 12 



Profits and entrepreneurship 



TIME REQUIRED: 

One or Two Class Periods 

CONCEPTS: 

Total Revenue 
Cost of Production 
Profit 

Return on Investment 

Fixed Costs (Optional Activity) 

Variable Costs (Optional Activity) 

INSTRUCTIONAL OBJECTIVES: 

Students will: 

• Discuss the role of profit as the basic incentive for 
running a business in the United States 

• Compute the cost of production for a given business 
venture 

• Distinguish between fixed and variable costs of pro- 
duction and give examples of each (Optional Activity) 

• Identify and explain alternative measures of profit 
and their implication for measuring the profitability 
of an entrepreneurial enterprise (Optional Activity) 

• Compare revenue and cost data to determine profit- 
ability of an entrepreneurial venture 

RATIONALE: 

People become entrepreneurs for many reasons, includ- 
ing the desire to earn a profit. A commonly used measure 
of profit is the difference between a firm's revenue and 
its costs. Such a simple definition can be misleading if 
it excludes considerations of alternative uses for the 
entrepreneur's time or money. A person who spends 70 

42 



hours a week working in a business should not exclude 
the value of his or her time and labor from the measure 
of the firm's costs. Someone who Invests $100,000 in a 
firm must realize that the same money deposited in a 
bank would have earned substantial interest. This too 
should be included in the firm's costs. Entrepreneurs 
who fail to recognize these facts may ovc^*state the 
profitability of their firms and as a result underprice 
their products. 

MATERIALS: 

• Activity 44 "How big is the profit slice of pie?" 

• Activity 45 "How is the pie divided?" 

• Activity 46 "Fixed and variable costs" (Optional) 

• Activity 47 "Profit projection form" 

• Activity 48 "Dsciding on a club enterprise" 

(Optional) 

• Activity 49 Comprehension quiz, lesson 12 



VOCABULARY: 

Profit 



Return on 
Investment 

Total Revenue 
Fixed Costs 



the difference between a firm's 
total revenue and total cost of 
production 

profit as a percentage of the 
amount invested in a fim 

selling price multiplied by the 
quantity sold 

costs of production that remain 
the samo as the quantity of goods 
or services produced changes 
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Variable Costs costs of production that change 
as the quantity of goods or ser- 
vices produced changes 

Total Cost the sum of all costs of production, 

both fixed and variable 

PROCEDURES: 

L Select several students and ask then^ why they 
might consider becoming an entreprev tur or why 
they think anyone would want to becci. -a an entre- 
preneur. Most will probably say they want to get 
rich or earn a profit. Through discussion, help the 
students understand that the profit motive is 0*^8 of 
the basic incentives for becoming an entrepreneur. 
(For discussion of other incentives, see Lesson 2.) 

2, Write the definition of profit on the board. Help 
students to define "total revenue" and "total cost." 
(It is not necessary at this time that students un- 
derstand the difference between fixed and variable 
costs; they should, however, know the major cate- 
gories of expense that are included in the cost of 
production, e.g., labor, rent, utilities, etc.) 

3, Distribute Activity 44. Go over the instructions 
with the students; then have them complete the 
handout individually or working in pairs. Explain 
that the circumference of the circle is divided into 
100 equal parts. 

4, Allow several minutes for the students to complete 
the pie graph. Ask several students to tell the class 
how much of the pie they tnought was profit. How 
much was spent to pay the cost of merchandise? 
How much to pay for operating expenses? 

5, Project a transparency of Activity 45 (or use the 
activity as a handout). Tell students that the graph 
shows the results of a survey of U.S. retailers. 
Have the students compare this with their pie 



graphs. Have them discuss why they thought the 
amount of profit earned by retailers was more (or 
less) than that shown on the graph. Discuss the 
iir?plications of the small profit margin for entre- 
preneurs. 

6. Choose two local firms with which the students are 
familiar — one that is doing well, and one that is 
•^ot. Ask the students to suggest reasons for the 
second firm's apparent failure. Have the students 
suggest steps that the failing business could take 
to improve its profits. List their suggestions on the 
board using a chart similar to the following: 







Actions needed to 


Reasons for failure 




increase profits 


1. 


1. 




2, 


2, 





7. Optional Activity: Fixed and Variable Costs 

• From the list compiled in procedure 6, select 
items as examples of fixed and variable costs of 
production. 

• Write the definitions of fixed costs and variable 
costs on the board. Have the students give addi- 
tional examples of each. 

• Distribute copies of Activity 46. Have students 
complete the exercise in small groups or as an 
entire class, discussing the answers as they 
work through the items. 

EVALUATION: 

Lesson vnthout Optional Activity. Have students com- 
plete Activity 47 or select appropriate items from Activ- 
ity 49. 

Lesson vcctuding Optional Activity. Have students 
complete Activity 48 or use Activity 49. 




ACTIVaTY 44 



How big is the profit 
slice of pie? 



AMume Mm yea Vt Uw owner «f t •^kccmAiI rtliil (tort, and lh« arrW (pM) Mow irpmrtkU lb* t«Ul rcv«nu« 

Out «r t>>« Itvtnue y«u mmt ptyhrOM BMrehwdue y«u toU. Yen nuM «3m pty «pcfiUr« txpenwA. Of 

couTM. y«u aUo ftprct t« m*k« ■ profit 

D<vi^ 0>t cuvW (pwk U liow « h«t poCKA «f Dm loul rtvtWM you Dunk v4l b« proAt. vhit poction wvB b« Mttd 
to pay for vwftMMM. >Ad »bM poruon wd b« MvM for operalkAc ftpt^^ 

k. Tob*fin.nMtcgijrfUM»ihw<fpwtow p r e «rirttJ»<>a>oij>tof pw^teyouwowld 
(tp«<t to tu%. 

t. TW* Burk off md iiM > ilxt to rtproatat paywtl for tikr ntntaMttt toM. 

r Tb«>}K«WftrFpiT<«nuth«amwMm»<«kJ^O(<mtrx«tprn^ 
y«uh«vtirta<uae«iw4l1tforsflth««t7m*naM(><u«d wttKoprrttuica^uiMM^ 

4 Mak«kByM^n«fkt«mt>wthrt«portJoniofth«pirt(a(yottt)unkiLrtMmujy. 




ACTIVITY 45 



How is the yve divided? 




ACTIVITY 46 

Fixed and variable costs 



Siiaim Kw «aAt«d to ««b hft o<m pottery iHop for > At the end the yttr, «h« ^l|ptrrd out Ktr profit and 

iofuc ttBiT/ yttr tint rthentfd t30 000 from her « u very duAppo«nt«l< She wrote down all the tnfom** 

uncle. She «jed the moeey to t» wto bu«uieu. &he tMnihettathertdonaahcHofpaperandtncdtodeode 

\*oeied SO hour« every week p\a)afl<po<« and runnutc « hat »he could 4o to br-prcre her eamtnit*. 
the uort. Stft4r Ut« 4*u and »Mwer the ^vesttona b«l*w. 



ToOJ meMM t;.000 f¥M x Sl9 «Mh) 
















Pu«d 






Vimbl* 


Co«lof(W<uv>tyaMwu^Ue«,. „ 




Vuuble 


H'^rH and benefiu for oeie put tune helP^r 


~. 6.400 


V'lriLbte 


Refsitw. „ . 


. . . iJM 


bxed 


InMinim,, ^ .... ^ , . 


IJOD 


rued 


Advenwnc „ , , . , . 


. -J«0 


rued 


BooUeepMjc aemte . , ^ ,^ , , , 


. .3(00 


Pued 


Other con« « 

To<jJ EsyeiWitum » „ ~. 


.2.000 
....U.000 


Mixed 









I IdeiMifySWoAacoeUka&ied. vanahW.orirvuedty wnttf>4thec4rmtwordiAthebUnkaiUre^ 

2. How do you think Shuoa ahouU account for the vaJue of her own umt and Ubor! 

Ar4wtn will vary but thoold rtf<e<t rtaliutton that SKa/Mt a ttne u worth aofnethmjc, and lU vahie 
ahould hot U rrnrM u profit, It ahouM be tMti to the other coau 



&. How much Jo you think Sharp* 'vuldhaveeaiDed if ahe^depoaited her 00.000 Ht a b«Ak^ 
Am«er> «iU lary. iSlunple. A time^poait at have earned S2.<00 ) 

i Shtfon looked at what ahe apcM and what ahe took m and Afured ahc had kM S2.000 VV>y «u ahe wronf * 

the iAie*tmeM in e^uipn<ent aM rtmitint tt^AM aU be akMPM^ i> • <v^t tn the cwfrent %e4^ 
Mm> »h< dnd not mrhfdt the valoe of her tin», 

5 It Sharon doeanl think her bu«ine«a u toon to irrt My better ahouU ahe aUy si buaineM^ Eipiaia wfay. or why 

not, 

v>tr ahcvkt cortAXler tetlinc out of buaineu And wortunc for »<vne«r4 elv « ho «ouM pav Ker n^re or 
rMwre her to v>ork fewer hour* 
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ACTIVITY 47 



Profit projection form 



MMTI 

SuppoMX«urdubwuuUMnBonc]rt7Mttjtcqvar> wtO b« loppUd fr*« ^7 Rwoibm el tiw dub. Yea natd 

Uri)o«Ad kunburim tl toeal U«>«tbU |»aM«. U pndct rw «c»u ud froAu. CcopttU Um (em 

You UUy« you co«id ted LOOO hM^ucfvn dvtnf Ul««> 

Um lZ-t»«Mwi»u»;nc«olllSOMck. Ymmm CmcL th« pr(cM u jrwr loetl crocwy item tar Um 

mAabooUuO>c|ximuMBfer(jOp«rHi<ta.Ubor fwd tUM indudwi «a Um ImC 



ACTIVITY 48 



Rcnl(br»booUforl2B(<W . 

CoMolpvundUrfferSOOOKmbwnn . 
CoM«IS.OOOktnburxtrfeuM 



MosUrd (oM it rt. bouit per 100 htabwpn) „ 

IScUM(on«tt<«.bQttWpcrMlttmUi7Tm) 

OntoH (on* pouad p«r 60 huiburi»n) 
I^Hwr pj^Um (eat p«r kiabarpr) 



I 



TeUl«o«telproductrict.OOOkAmhrnn ..^ 
TeUl rmfHH (or MQtof 1,000 ktMbuiyen ,. 



or wcxki roQ ncoaara tUt U«x icvWui* wm oOmt kUvH;! Iklj or w^x lott 



Deciding on a dub enterprise 



You bUim CPOM 1.000 fewfaurim dirlr« th« t^tuM tMM u a pm W tl ^ 
a boot^ at Uw sywMira (or S60 p«r luk. Ubor via b« eopvM frm t7 Rtrmbm 
pradbct csau Hkd prvAU. Ce^iplfU Ut form bdo*. 
Q>«ck pt^ at row ><>«*1 n««7 M«rM fw th« IM lum (mM^ 



R«itfcrftbootk(orltidi|^ . 



Cert 41 ground bMlU 3,000 kuOMrpn . — — 

CMtelX.OOOkaab«BTwfe«>M 

KH(^ (om a «c botUc per 10 ttambwtm) .... 

ICaMtfd(OA«U«cbottkp«rl0Ohaab«mr*) 

(VUaa(ecitt2«cbotUiper60U»bii.,w)». 

OcioM(oM pound prr 10 Umfaurttn) , .... 

Paper MpUia (ecx, per he. inrps^ ......................... 



I 



Tool eort elprpd«d»( S,000 kan^umwi .. 
Tetal nreaoe (or aeOnt t,000 Ktnbvfm 
rrttt w Um ..m ....... 



t I^MCtfy Mdi of (oett abort at liad or vtrlable hy piMlnf Um WlUr or U Om pai- «»iUiiw u Om 
tndel«ackeoiit)lM. 

t. Ify«ah«dupa7werier«atoulitknrof SlOOael|titlMtMdofUvWm\i/itMrit^ 
KapptB u jreor preAut Should fvi tooUBue u atS Umburpn it thii caatt Xiflak yvat vitwar. 



k V *md Snlrrr^ Tmckxt^ jtmlyw O J«M Councfl t« gw oik £4u(»- 



ACTIVITY 49 



Comprehension quiz, 
lesson 12 



tlM.>t«« YtricHY. 



Conplttttlw fo()««V)cb7 drrisictht Uttvef ti«« b«i« 



corrKt /oTDuik (or Andiac a ftm'a proAt ia. 
_ prtte « t«ttl rtvtnw - totAl cott 
0. prtte - (pntt X iMiabtr told) - cott per Rtfli 
c prcte - (cott ptr Ktn - pnct) x nuinbtf toU 



2. Many tat i t p r w e w prrretttoau tMr profit bt- 
eaaitthty: 

X d««1 kttp rttmU ol tbtir aakt 
V9 cona^ the valttt ef iMr tirat 
c. MX try toce«vlnl thttr labor ooeU 



1 RMaMrt««ttndtofl«wto(lnMt)iAtar«tAeMAt«nd 
proAttblt b«(*uat' 

fc, tittjr bav* ft icmttr nttd (or tlKM mountt 
M« UkCM rttoorcM mart tfuMy 
th*7 can ailoH U pay (or thott rtwwrctt 

4. I/tStMn«TselafinahartMtKp«cutkneltver 
•«nuTf ft profit, thty thoald. 
0 10 out el bukMea and pat tbiir B»Qt7 

Hftbttk 
bL tiy u iwtff ttefr bue to tta vfcv 

anoOwr Uifcr flm 
c. bwtr tKtlr pnttt ao t&ty ca^ 
uortltMM 



MJITN 

Jo«w^ddijven(tiAtJwtv«nucandenSatanky*(»akKaldnitit«r«. By cajryta^ tb« Rtna. b« etrntd (80 
tuA wttk. Ht lavtd kit monty until b« had 14,000. Jetdtodwi Uboy a uatd car wHk hit monty. By drlvlACtht 
<tf . kt k abU to deliver BMTt ttmaand t«m S120 a wt«L Jot btbtvM tht car wat a wM bvtttAtttt Wrfe^ 
a bnt/ ettay that etptaint vhy Jot proUbty it wrofif 

Jet u prt^bl/ «T«n( b«<au«e the ce«t el o^Tktnc a tu m all I^fLhood eKC««d« Uvt tttr* itO a treek h* 
viTM Irwwrwxe *W w bkt)/ to cott abiwt Si,^ a year (or Rnertk He »tx*M alM realut ihat the 
^ a)ue el ihe ca** »ifl )remtt 6v»r time 



rt •U E^ trr r* wrt y . TmtkkH StrHr** C Ctwxfl tw C Hw wi t tdae*. 
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LESSON 13 



What type of business 
should I start? 



TIME REQUIRED: 

Two Class Periods 

CONCEPTS: 

Economic Institutions 
Sole Proprietorship 
Partnership 
Corporation 

INSTRUCTIONAL OBJECTIVES: 

Students will: 

• Describe the three types of business organizations in 
a market economy and cite examples from the local 
community or region 

• Compare the advantages and disadvantages of each 
type of business organization in a market economy 

RATIONALE; 

As each entrepreneur makes the decision to start a busi- 
ness, he or she must also decide what type of business 
organization will be most advantageous for the new busi- 
ness. There are three types of business organizations: 
sole proprietorship, partnership, and corporation. Many 
businesses start as sole proprietorships or partnerships 
and grow to become corporations. The type of business 
organization can change as the business expands or de- 
clines. 

Entrepreneurs n^ed to understand the advantages 
and disadvantages of each type of business organization. 
Legal liability, tax obligations, and financial responsibil- 
ities are all factors that entrepreneurs must review 
when deciding how to organize the new busi^ s. 

MATERIALS: 

• Activity 50 "Types of busin3ss organizations" 
46 



• Activity 51 "Advantages and disadvantages of 
types of ownership" 

^ Activity 52 "Entrapreneurship interview guide" 
VOCABULARY: 

Economic ways of doing things that ad- 

Institutions dress the economic decisions of 

what to produce, how to produce 
it and who will consume it. Many 
economic institutions are long- 
lived and were originally formed 
in response to economic condi- 
tions that may have changed 
over time 

Sole Proprietorship a form of business organization 
that is owned and managed by 
one individual who assumes all 
risk of loss and receives all 
profits 

Partnership a form of business organization 

that is owned by two or more 
individuals who assume all risk 
of loss and receive all profit 

Corporation a fcrir* of business organization 

that is created by law, functions 
as a separate legal entity, and is 
owned by two or more individu- 
als called stockholders. Stock- 
holders are at risk only for the 
amount of their financial in- 
vestment 

Franchising a system by which a firm expand(i 

into new neighborhoods and 
tovvns (or foreign countries) by 
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selling the rights to use the com- 
pany's name and products to in- 
dividuals. The franchising com- 
pany provides training services 
and an advertising campaign for 
the purchaser of the franchise. 
In turn, the purchaser agrees to 
meet certain quality standards, 
provide certain products, and 
pay a franchise fee to the fran- 
chising organization. 

PROCEDURES: 

1. Distribute Activity 50 (or use as a transparency). 
Review with students the three types of business 
organizations. Using the local comn?unity, give 
students examples of each type. Stress that al- 
though the corporation is usually used by large 
businesses, there are many more sole proprieior- 
ships than any other type of business organization. 

2. Distribute Activity 51. Review the information on 
the activity sheet with the stud^hcs. Emphasize 
the legal liability, the tax obligations, and financial 
responsibilities for the bubine^s o\\ ner of each type 
of business organization. 



3. Divide the class into groups. Ask each group to 
compile a list of questions it would like to ask an 
entrepreneur about his or her business. 

4. Ask the groups to share their lists. Write the ques- 
tions on the blackboard. 

5. Distribute Activity 52 or project as a transparency 
and have students write the guidelines in their 
notebooks. 

6. Invite several entrepreneurs to the next class. Us- 
ing Activity 52 and the students' compilation oi 
questions, have students interview the entrepre- 
neurs. Students can tape these interviews with 
both audio and video recorders. Try to include 
entrepreneurs representing different types of 
business organizations in the group. 

EVALUATION: 

Organize the class in small groups. Using Activity 52 as 
a guide, have the groups identify and develop profiles of 
businesses in the local community that are representa- 
tive of each of the three types of business organizations 
presented in Activity 50. 
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ACTIVITY 50 



Types of business o)'ganizations 



ACTIVITY 51 



Sole propmtOTihip 
A fonn of butinrM oix«niu(lon Uut ii owned 
ftnd mtnM<<l bf one individual «ito auiunct 
all litk of loM and rtctim all proAta. 

Partflmhip 
A foim of buiincM orranization that U owned 
bjr two or more Indhlduali who auurot all risk 
of ioM and rtccUt all profiu 

A foiin of busineM orranliation that li created 

hf lawi fbnctloiu ai a aeparmtt leral cntltjTt 
and U owned bjr two or more indirtdutU called 
stockholders. Stockholder* arc at rUk onijr for 
th« anount of their ilnancial InTettinanL 



Ad/ixmtages and disadvaiitages 
of types 
of oionerskip 







DUaiTMUffM 




1. L«w Kin-«p c««u 
t GmtMi frttdom 
1 A8 pro6u t« ovnar 


1. I'plarttdbtbiktr 




X. Low lun-ep COM* 
t D(TU*dwR>Mrtt]r 


t Uek«f«oiiUnattx 
1 DtvlMtui^tr 
4 IXAkvItr bt t>t^ »uiubW pwiMf 


CMTW»UOfl 


1. Lfanjud iUhlKr 


1, OoM rtfvSuio* 


FniicMM 


L SMShrUuMuMilcKfiiuJknvMUMfit 
t ttior pu^ wc^UAM •( fn&ic% 

4. KuAfWWnt MAltUACt 


S. Sow ku •( tnd«pM<4«M« 

1 rtoMJble*n(uWMbciM«Uu«NntrMt 



ACTIVITY 52 

Entrepreneurship 
intermew guid^ 



l< Nam« of entrepreneur 

2. S'ame of entrepreneur't busineu 

3. Type of busIncM orfsjuzatkm 

4. list product* of butineu (goods and^or servtces) 

6. N'umber of empbyees 

List benefiu of busmess to society 

7. Chart KTOHth of busj^'ss unce lU bceptwn 

8. Challenges tn opersting th« business 
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LESSON 14 



Borrowing decisions and 
expected returns 



TiME REQUIRED: 

One or Two Class Periods 

CONCEPTS: 

Interest 
Interest Rates 
Investment, 
Expected Returns 

INSTRUCTIONAL OBJECTIVES: 

Students will: 

• Define interest and explain the need for interest 

• Explain the relationship between savings and loans 

• Identify factors that influence interest rates 

• Explain why businesses borrow to make investments 

• Compare the cost and expected return for different 
investment options and decide \vhich investment the 
firm should make 

• Given an example, describe the relationship between 
interest rates, the expected return of an investment, 
and a firn\ s willingness to borrow funds to make the 
investment 

RATIONALE: 

Entrepreneurs must possess oi have access to funds to 
start their businesses. They may use their own funds; 
get others to give them funds for a share of the business 
and claims on future profits (equity financing); or they 
may borrow money from others (debt financing) with 
the contractual obligation to pay back the a..iount of 



money borrowed plus additional dollars called interest 
payments. Interest is the price of borrowing money and 
is usually expressed as a rate, e.g., 10 percent (10%). 
Thus, to borrow $1,000 for one year at an interest rate 
of 10 percent will cost the borrower $1,000 + $100 = 
$1,100, or 100/1000 = .10 = 10%. The lender is willing 
to provide* the $1,000 because he or she wants to give 
up purchasing power now ($1,000) for increased future 
purchasing power ($1 , 100). The borrower wants to have 
money ($1,000) to spend now and is willing to give up 
future spending ($1,100) in order to have $1,000 today. 
Thus, the borrower is willing to pay back more money 
than is borrowed because, as a consumer, he or she 
values today's purchase more than tomorrow's, or, as 
an entrepreneur, he or she needs the funds today . , 
start the business and will be willing to pay back more 
dollars in the future when he or she expects to be earning 
dollars from the investment. 

In the United States economy, the funds that are 
available for lending come from a pool of funds called 
"savings." Savings are monies that are not spent but are 
put aside for the future. Generally these monies are put 
into a variety of savings instruments by banks, including 
savings accounts and money market accounts. Banks 
pay the savers interest on their savings to attract them 
to their bank. Banks in turn lend these savings to others 
and charge them a higher rate of interest than the bank 
pays the saver. 

The entrepreneur must consider the costs and bene- 
fits of starting a new business. The interest rate on 
borrowing money is a cost. The rate of return on an 
investment is computed by dividing the money profits 
by the amount of money invested (profits/investment = 
rate of return). The rate of return on the investment 
should be greater than the rate of interest for the entre- 
preneur to borrow the money. 
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VOCABULARY: 

Interest 



Interest Rate 



Investment 



Expected Return 



Prime Interest Rate 



Variable Rate Loan 



payment for the current use of 
someone else's money 

the percent of the principal of a 
loan that must be paid by a bor- 
rower to a lender in a period of 
^>me 

the purchase of capital goods by 
a business to increase or main- 
tain its ability to produce prod- 
ucts and earn a profit 

the return as a per'^ent of the 
cost of an investment an entre- 
preneur believes an investment 
will generate 

the rate of interest charged by 
banks to their large business cus- 
tomers 

the rate of interest on a loan that 
varies from time to time because 
of a varying rate of interest in 
the financial markets 



MATERIALS: 

• A copy of "Money Rates" from a recent Wall Street 
Jotmial 

• Activity 53 "What's the rate of interest?" 

• Activity 54 "Interest rates and expected returns" 

• Activity 55 Comprehension qui ^jsson 14 

PROCEDURES: 

1. Distribute Activity 53. Ask students to do a survr> 
of area banks to determine interest rates given on 
savings plans and what that same bank charges on 
various typos of loans. Have them record their 
findings on the activity sheet. 



2. After the students report their findings to the 
class, ask what the bank does with the money that 
is deposited. Discuss the "spread" (difference) be- 
tween the interest rate paid to depositors and the 
rate charged borro\yers. Explain what the spread 
is used for (cover expenses of the bank and provide 
a profit). 

3. Ask the students to bring copies of the business 
section of their local newspaper to class. The 
teacher should obtain a copy of the "Money Rates" 
from the third section of a recent Wall Street Jour- 
7iaL Help the students find the current prime inter- 
est rate in the papers. Explain that most business 
loans are made at the prime interest rate plus some 
percent (prime + 2%, for e.xample). Only large 
businesses are able to borrow at prime. Smaller 
firms are charged a higher rate by banks because 
of the greater risk of the loan. Be sure to point out 
the fact that the prime interest rate changes over 
time, and, therefore, a business may not know 
what rate it will end up paying when it takes out 
the loan. 

4. Distribute Activity 54 and ask the students to com- 
plete it individually, in pairs, or as a class. When 
the students have finished, discuss the relationship 
between a fii*m's expectation of return for an in- 
vestment and its willingness to borrow funds at 
different interest rates. Emphasize that a firm 
should not agree to pay more interest than it ex- 
pects to earn in additional income. Ask them to 
consider how the fact that most business loans have 
variable interest rates affects many firms' demand 
for credit. 

5. Optional: You may wish to spend some time dis- 
cussing how some businesses raise capital through 
the issuance of stock. Small businesses as well as 
large ones issue stock. 

EVALUATION: 

Have students complete Activity 55. 
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ACTIVITY 53 



What's tlie rate of interest? 



ni« 0*1 Ihry prvrynU M*m tMi t 



lUu 



DHCfWMI 



it. Mmtf Mirlhrt 



lUlt 



lUu 



luu 



V.OUmt 



ACTIVITY 54 



Inte^^est rates 

and expected returns 

Wriu U« rwTr«( pm« i»UrM( r%u li U« »fprvfin*u tf^f* m U« ^mtU pw<^v^ 



T«4«unitfk«*lMf>wO«lMiittiafftUM««r4ttmMiWtr9r«4u. _______ 



TV/ Mci • dattrwy tiwk Mi • ftt« c«U«r M tiM7 fM 



TtdMd U«7 UMU I1M.0(A »W(itiM7 
NuM b«n*« KUMI (Umt Kmm 4*4* lT«iJ fvofwtjrK 



vA 00.000 iH aU. YW Mnwi 140.000 ftiW 
UiM M MiJ m)m W tmm in Ua IMC yw. mhA «f 

tM««l rft f«r • utU liUrwt nu W ..-I— 4. 

Uwy Mm itoM Mt^ roMtMi torwUM* I u4 ^ 
UOiUJ Ua rrtm Uay >t t iVMtti U t^MnU. 

MfwM Ua ^MiatiwM llMt MW«. 



1 |/tVpr^taUf«cnutoo«M«4WM*AjrTWMiiaryk«r*«IU«.OOOfrMtVUi^W«Mckn^ 
tV mK«( tacatvat rMMt H«« kMTUai ia fM baU«« Um aMcU U U Ifa ImmcmI 







' Ci*a<l«i 




in9.ooo 


IH 


Dcll««fy trwci 


II 000 






ILOOO 




Sf« cMk rvfiMar Mi 








1.000 


K 11% 



rii wirxr I — ^ i*-^—' ^.1-^-^1^. J — «^ — . Mat 

ywf . UJr»M< fciwi " .01 - Mmr) 

Ajmunac Ua mw Mi kftkff fMt rNAMM M ailKl far • ytu, K wtl <» V M Mrt m taiUna( Ula 

AnMMUirrrwai «ti9*aMtt*r(ll&00iM » ttIL U UM7 r*iJ4 p.u Um UcttmH Mat m U Ua 
nnrfTTT kf ««4itw»f ktfW yrvn. *kawl tka mm* yroM. U ta twiMm «n nwiBwi 

U pajr lufW K»«». l>k* ^^^^ a« fca MrtfW «Ur>Wfi. awrt u 

t»«r UW rwu vr famtr «Mii far |vW«u«t rtawm*. 



1. WWAaf daaaniUJiiaH aitaitU Tail Md Umj ■( Ua iMtanat rtt* Uay k4*f U KJrl Ummm kar 
ptWxttow ir» farrwt.) 
AiMvfn wil ttfjr, 4rv«ikiM< tpu* IW |in«ir nU 
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ACTIVITY 55 



Comprehensim quiz^ 
lesson U 



W n« Arm i»lMi.M tMUl MU ^ U« caiMK MKlk^ Wnm 



MUITI 



t • lUfW iBUTMi nU Om Umjt fWn 



2. AI<M*l>«HUWr>«aMiw7U^7(ir*m« 
^ frt*Uv Um Dm M«fM( nU 

Oft Www wuntt ni4 UiM tWy ^MTM 



i U»i>n 4t«w>d twtcT^ U w mi f M i i i O iT K iTW 
V. Ct«W U« BM «f Uktv mmmy U UM 



0h 



«MM*.AtU«frM(f«UM«iiRMw(p*/li%f(ru7Mti«7llterrm H««mr. if tw prwM wirrt « r»u com 
t» cr 4*^ im AfUrr. IV r»U l»« «««^ mm pay «tf «Jm hm «r bS, TW torMinrM MOfuj m 



• HUM f«*i*r % Wk tKcwU rrtwn S7% ■ fttr 

• nJkMnc MMtuM WW* myr» trft • r^/ 

• nMktfM UM fwU csM M WtM wkirk rrt«ni tH ft/ttf 

1 D»oi« U< Im »A««I4«r ■»«< borrvw U *u>i« Uw WfMTMM l'p«lrftM l>« Mn>M ^ UmU 

iL Tk« Cm oUwM ih^MM ii,«c i buy ium cmW Womm 
^ IV (M< «f IW (wm«f4 fail »» iRWT ww« tr^n ih» i^t«tiM«t mm tv »tf*n 



52 



ERIC 



67 



LESSON 15 



Competitive markets 



TIME CiEQUIRED: 

T\vo Class Periods 

CONCEPTS: 

Pure Competition 
Product Differentiation 
Monopolistic Competition 

INSTRUCTIONAL OBJECTIVES: 

Students will: 

• Identify and explain the economic characteristics 
common to firms in pure competition 

• F.*plain why competitive firms are "price takers" 

• Give examples and explain the significance of product 
differentiation 

• Define and cite examples of monopolistic competition 
RATIONALE: 

Most entrepreneurs with small businesses operate in 
markets that are characterized by a high level of compe- 
tition. This is the result of the relatively low cost and 
ease of starting such businesses. Competiti/e firms have 
little control over the price they can charge or the quality 
of the products they are able to sell. In a competitive 
market, customers are very responsive to price. A com- 
petitive finn that charges high prices or offers inferior 
products will have few customers. These facts tend to 
result in low profit margins for competitive firms. It is 
possible for owners to overcome this problem by differ- 
entiating their firm's products from those of competi- 
tors. If a business can convince customers that its prod- 
ucts or services are superior, it will be able to charge 
higher prices while maintaining the volume of its sales. 
Anyone studying entrepreneurship should be aware of 
these facts. 



MATERIALS: 

» Activity 56 "The lawn and garden doctors" 

• Activity 57 "The market for pain relievers" 

• Activity 58 "Pizzas" 

• Activity 59 Comprehension quiz, lesson 15 



VOCABULARY: 

Perfect Competition 



Product 
Differentiation 



Monopolistic 
Competition 



a market in which there are 
many producers J the same 
product; customers iTe indiffer- 
ent to which product they buy 
and are only responsive to differ- 
ences in price 

an attempt by a firm to create 
consume!' preference for its 
product as the result of a real or 
imagined difference in the qual- 
ity of the product it offers for sale 

a market in which there are 
many producers jf similar prod- 
acts that are distinguished from 
each other, usually through ad- 
vertising 



PROCEDURES: 

1. Ask s^'udents to identify a type of business they 
believe they might realistiuiUy be able to stcrt on 
their own some day as a single proprietor. Make a 
list of these businesa-es on the board. Tell students 
to exami/ie tb^ ^'st and ider.tify characteristics 
most of the b ^es have in ^^mmon. (MoiJt will 
probably require relatively small initial inv» t- 
merts and oxist \vithin markets that have substan- 
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tial competition.) In the discussion, emphasize the 
fact that most new entrepreneurs do business in 
competitive markets. 

2. From the list compiled in procedure 1 above, select 
a business that seems appropriate to this lesson — 
i.e., a business that operates in a highly competi- 
tive markeft Ask the students how much they be- 
lieve the firm could charge for its product at the 
present time. Then ask them what they believe 
would happen if the firm increased its price or 
offered inferior products for sale. (They should 
recognize that the firm's customers would go to the 
competition.) Point out the fact that the competi- 
tive firms have little control over the price they 
charge (they are "price takers") or the quality of 
the product they are able to sell. If the product is 
of inferior quality, customers will buy from other 
firms offering the same or similar products. 

3. Distribute copies of Activity 56 and ask the stu- 
dents to complete it individually or in groups. 
When they finish their work discuss the answers, 
emphasizing the idea of product differentiation and 
how it cap help firms in highly competitive markets 



improve their profit margins. Define the term nio- 
iiopolistic competition and discuss how Joe and 
Frank attempted to accomplish this objective 

4. Optional: 

a. Distribute copies of Activity 57. Go over the 
instructions with the students and have them 
complete the worksheet as an individual or 
^ eoup assignment. 

b. Discuss students' findings for Activity 57. 
Have them compare the prices for the various 
pain relievers and ways the producers of each 
attempt to differentiate their product from the 
products of competitors, the discussion, 
have students review the definition of monopo- 
listic competition and give e.xamples of how 
this applies to firms that produce pain re- 
lievers. 



EVALUATION: 

Evaluate the lesson by using either Activity 58 or Activ- 
ity 59. Activity 58 may be used with a "taste test" in 
which the class orders pizzas from each store and evalu- 
ates the products. 



ACTIVITY 56 



Tke lawn and garden doctors 



V^Vw Jo* cndu^ 6»* h«c*> •cixsoL W «ouVlit1 iM uxl did Ci« him <io*My *«fi. Jo* v»m1 k«p97 b«cA4*« 

A job b* wMUd w Ike wtat ml* bmtntM far iMOUctf k« wmsI bjJbac mck menty. 
oxtsf riM. H* bcvfM ■ ttMd Imk. a «Md bv« Jo« daoM U kad U do Hatth:^ w lBs;r«tt ba 

uwter. «Ad t of kMid to>)U^ EmTtfciac ^ pnfiu. B«ooetKUdtMMdAtsMdrnak.«t»rut 

nreM eo« )Qti OTfT S8.000L Jm vttc door lo dxr battamartaifarcraMMeui pkati. yb<«Jw»<at 

u^p«9(4»tf UtrjrwwidUcthiatocBlUMfrcnM. toicsfCoaic'ibocMUeadLccnM.rnaiasMilaec 

Jm dKvmvd there ««n aC Umi alfte oOur hwm lai uvsM tW ow^ft plutj. %1h« h* wu ntiy 

*rmn* doogt buftMM ■ ton. Uoat pwpb *W toleaTt.iMpTtUwovMrtfrtclMFriAkbjidBid* 

wkaUdUksftUwtfKnMCWt already kadtdsScrvBt of phM pnkkei* kloc^ «xk tvxeauOM Car kov th« 

Arm dotac X. pluu cPvU h* madt k««kVr> 

At Im Jo* UMd U cUrx* kfb ffteM bMSBM W KoaC oIIm muoMn vm lui^ U kav* tht Ut. 

UwQcM Um wwld aOov l«» U par k» bOU and aan Soaaa althaaUnd Fruk t9tak*car»of tbiirplaaUL 

a tPo4 pnU. Maay pwc(<i* K« ca2M M loU kiaa kaa Joe lad Tnek Uom poitfwra aad Uxad Umt coold 

t<mfitUUn' pntt» «n« math lowtr. Jo* d*oM U cfeanE* WW (ncc* bcoMc Uhnr kw* atmet ^«i 

low*rlMip«v««w«d»mnb*li«Jq«Uifrw<«atMn«nL iMrv U of cr tfcaa Utat of thnr cwapeuboo. Werj of 

U wdcr U cut aS Uvdo t* had ifmd lo dow Jot Jo*'a mew tttnet apnad and W> teem had mt»7 &*« 

Kadto»«rtqutciJ7aAddiiia'ld«ar)od)obcScca*of niitMMn.J9*w«drnAkehM««dth*ucM0fth*bM»- 

ba oMlomn loU kija Boc 10 ccn* back bvetaac ktt titm U tit Lun 4 C*rlt% Dtxton' *oi tannt^i 

•«rt vun't MfXidutVycipMtfd rbuL>x^o*t*^ UMVlpvaalacrnccb local »ewif»ptri.TWy»o««ry3 
\.P cWf»c th* aan* pnc* aa (k* oUmt k«« temcr* molt. mxeimisJ tmtt m tan, 

I WVat kappcmd U Joe'a boaimaa «twB k« ckafjid nort tkaa etW iratj 

Ha «u lomd *« fe«*r ^ pCKM U th* aam* k*«l aa hi* («ap«jUOA U at;rvi oMCocxrv 

2. WlulhaffVMdtoJof'a ..naMavhrah* w^ju^worttT 

Ha waa forcfd t* tesprsr* hu qvabty lo th* aaa* kv«1 aa hit eot&p«uuon to hetp fuUKwn. 

3. Eiyto how yoB tow* U» b <j to *aa J*>»<urudw«»>i>«iap*tit>riKaitaft. 

I tno*/ tJua bacaua* th* cu*to«r»r» ha«* many dKK«* vid wv mpoeaiv* to tsua cXaacm ib f*v« 
Cm* h cocbhUUt* Karkau eA«o hav* kw profit v*/(;SmT 

FtnM to «O0ip«utJon ha** k« (ruSt Rur|UM &*tasn th*y tMM tacma* pnc** «r .Mtty 
iLCeiflcaAt)y, 

5b Wha(dldJe*aBdFniOidat^a2k«*dthaaUdk«n:«lH^;rtMaaadtCl3Wv*MortcB*(deM 

Tb«y pmtM a aame* (hat m iJhnnt bm thoa* effand ky eonpatmc iraa. T>li dArtMUtkn 
^aUrvad thm to cham cmt* 
I. Ci»iaii«1iy ihcirM«lMauM^k«««wplaofraopclktkcca^ 

A ftrm ka nono^ofeKic «orap«utio« IrM u dirtlriMpak Ra prxtart frwa aumkr pndueu offtrad bv other 
ftraML If H doaa thM. tt wtO ba abb U chait* hifttt ptxa* aAd aeni a fmtar (rodt. U «hat Jo* 
aAdrnAkdid. 

»g » »»7 M W>i W f .r aae *w »i»*«ay>*to;itatC»aaJ*» l 8Bii a > t ;dgc*> 



ACTIVITY 37 



The market for pain relievers 



K,4prod«icta*oUup*isrFbeTtr»<ofiaji«nrerBMrroffitrb*aKrxr* Tliewar^ 

• aapma (acttykabcybc aodt • tujnln 

• amaASiofihea 



Co w a loetl itoivi lad iwrty th* p«» rtbtran oCteKl e» »*:«. Coopbu a 1^ 

isU&ad. IdeatLV fp*a£c tdf «nia«a3«au yva Lire atea or heaH fbr **^ prodoci. 

Coctkicr bow the irx-tcfactcrrr la tiyevj to dutstfsah lU product froei achrr ausUr pmhxu. 

fKdo<fa*w Pnceow 100 



Artw iinr>A*nta 



Act nre ttfT» Ji «i>ta 



[a th»a irohict adrmiajd* 



<ctiT* lB«wA««Aa 



Pric* thrift) 



Ii th>a gredoct adT*nk«dt 
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ACTIVITY 58 



Pizzas 



ACTIVITY 59 



Im taoM. trtu iVn ut mjty buiwwaM tku oCtt fas* for u> 

McnuQr Um H>r<iAc ftoA rmuunau v your Micibarbppd. JVrf ch« fcO«*tt( »/ofrv*Uc« for i«f^ fUr* and 



WSm jTM ««ac tk* try to look u the ^wtey tWv poA. 
SUrvK*.!: iSUrt.*<«.2: 



— : — i — 

?n»o!ttAhUstioc»lVitve>r' i lMc«erMdlidi&a3Mlto(9u^ i Prie* ^Mcft •disked topfut: 



Tb* aton tnf« t» (tfcmtuii lU « IVu tur* tne* t« dScrtacuU Ka 1 ^ru« turt tra* ba dificrrauu* tu 



I. Ko* .>xk dffatvaet la tkcra a Um pnm Mm accrw ciurtt far tb«ir fozaT 



Compreherisim quiz, 
lesson 15 

Mirrt 

Read tW lOUiBaeCa brbw. 

rUoaT'lafrwtaf cac^af th«<uu«MCa7«« ^ w traa aed ipian tha a,- a^t^. 
^terraa */^infyK«df«Maf t^aUta«DaMayMtk*kiBCikr.tiM*«TiutlwataUwM«^^ 

r 1 Pt«iixtaae^feraaUbxermatkUaraiBtJMaamMapcwmMriauar*a<^ 

Predacu aStrad 1m- aa> ia ceaip«(iUT« aurkaca ar* abMat tha aam. 
r 2. Coc9aOto*«tewar*a(taaeaM*frie«laiari'%a(aaaa(JMcuatcaananfanadt»'U^ 



CoDtpatitlTt bma ai« c»Sad *VrtM uWa* btcavaa iltay man <^a^t« t>« ••»• pne« aa tbtir 

COttpaUiML 

T 3l r^Tsa that ad! ntWiaaa caap«aovaBarUta3^Arf« about thaaaaapnra. 



T C CoopcOUTc CnM aftas try ta adurtt pfvbct dtSrrtsCiaDoA. 



t^or (rodorta ar* Bora nportax. 
nraa t» laew o pofcaue (<oisp«t.'*a« ara kkaly t» tarn a krt«r p««Bc baetaaa tkay k«T« 



2. 0aacnbau7di£«mnasiC>eq!Ba&tyaftiMpazaa. 



D»*mb* wkal yom tvtU da t* try t* w$ 


««*tywr prp£t MJ 


>^ yaa a^nad ana cf 1^ 


>a« Ansa. 





r. rMctrnf S w t t y M 0^«k«Cmm< aa riinn E>ita 



(. EiytMit*ar»aac«a w»y inoaCa«tWprcpnaO)riL-padabMa;>«aabc^^ 

a. TVy rt<;wjY teud noMy to aUfttd tecaua* meat firsa ■ k^Uy cocipatjtiTa earkMa ara 



bi TVy arr aaayiaMart. 



7. Lmer^eom9ftdkuvafUjoa)anelbwh)AtSraU»trm4i»±taxt^ 
an naSy aodi t2>iM3a. 

Afti»ara wifl vary. Qpa axa«>*»> NrTrrar. W coawaoc pwdnaj. 
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LESSON 16 



The demand JOT labor 



TIME REQUIRED: 

Two Class Periods 

CONCEPTS: 

Demand for Factors of Production/Labor 
Derived Demand 

Diminishing Marginal Productivity 

INSTRUCTIONAL OBJECTIVES: 

Students will: 

• Explain why a firm's demand for any factor of produc- 
tion depends on it'^ ability to sell the product produced 

• Based on theii* analysis of events observed in a simu- 
lated entrepreneurial venture, formulate a statement 
of the principle of diminishing marg:*ial productivity 

• Evaluate the sales and cost data to determine the 
optimal hiring level for a given firm 

RATIONALE: 

In order to earn a profit, entrepreneurs purchase a com- 
bination of the factors of production, which are used to 
oroduce goods and services that are supplied to the 
market. The greatest cost of production for many firms 
is the cost of labor. Many businesses fail because owners 
do not understand or control labor costs. It is important 
for entrepreneurs to consider the relationship among 
profitability, the cost of labor, and the value of ^vorkers. 

MATERIALS: 

• Activity 60 "Circular flow model" 

• Activity 61 *The handprint business" 

• Activity 62 "Sharon's firewood" 

• Activity C3 Comprehension quiz, lesson 16 
58 



PROCEDURES: 

1. Using a transparency made from Activity 60, re- 
view the circular flow model. Emphasize the rela- 
tionship between the sales of products in the prod- 
uct market and a firm's ability to pay for factors 
(inc)i '^ing labor) in the factor market. 

2. Identify several jobs that exist in the area of your 
school that your students are aware of and that 
require substantially different training, risk, or 
experience (e.g., auto mechanic, construction 
worker, grocery clerk, bank loan officer). Ask your 
students to estimate how much each of these jobs 
is worth in terms of an hourly wage. Discuss the 
reasons for your students' estimates in class. 

3. Ask students to pretend that they are the employ- 
ers of the workers identified in procedure 2 above. 
Ask them to list the factors they would consider in 
setting wage rates for their employees. Students 
are likely to list factors that relate to the quality 
of the worker or the local economic conditions (edu- 
cation, experience, the cost of living, or what other 
employers are paying). They are not as likely to 
consider the value of the worker's labor to the 
employer. 

4. Distribute Activity 61 and work through it with 
your class. Draw the boxes on the board and help 
the students with the activity. As moio students 
try to draw in the same box, they will start to run 
into each other and the number of additional prints 
wU decline as extra students are added. Explain 
how this demonstrates the principle of diminishing 
marginal productivity. In many cases, the con- 
straint on the value of additio*^"^ workers is a fixed 
capital base (only sc many tools workers can use). 
In this case, the constraint is the space. The last 
worker is likely to cost more than he or she is worth 
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and therefore should not be hired. Emphasize the EVALUATION: 

fact that a firm cannot maximize its profits if it Evaluate the lesson by using Activity 62 or Activity 63. 
pays workers more than the value they contribute 
to production. 



ACTIVITY 60 



Circular flow modeV 

















j 




rRe50ure« Owners I 





Business rirrjts 



TMf rACTOAHUUWtT 



bM.?t«*Yirft.NY. 



ACTIVITY 61 



The handprint business 



Your iMcbrr lus dnwn (bar t-fbot-aqatrr bout «a the boud. Sooc «< jw riiuuAes vt r»c ^ ^ 

Yenr tndttr wil f« J (pnuid) for cMk innd kiMtprwA Out m rvMOAb^ 

U the IbiC box. ew ttwlMit w4 Uv« CM uimU to tnc« u su«7 W bu «r br r luadprM 
w pud A wi«t «r U (prr^L Wbri moHC* M tild tb« Bu&bfT ef ;ri(M 
«M Uktii «orap«n4 to MM W tb« wori«r. boiw BM* V » MJMd ■ 

KrTMt tb« pfweu « each ef tte wxt iJm boiM. «w n(>r« itadMt^^ 

adM waritfr mut b* ^ud tbt K wK*. ConplMt tb« libh Mem to he ^ jrM antvtr tb« foOowinx qvc«tno«. 





th*»iiinb«r 
gait wM 


wortJi 


9ai4 




1 


4 


t«00 


S SCO 


S 300 


2 


M 


SUM 


St«00 


S 400 


1 


« 


SlILOO 


SIS 00 


S 100 


1 




si; 00 


(3300 


-S 3.00 




9uJ fmcs pn^M 


pd M •ktn vorim ««» IsardT 





A» net* ituiKU uy U dr»w lb* ♦iir» Mwimu prodot* «fwfr aM ffwtr tMAiml pnatt. 

t. WWfc«ppfMdtotbtT»)Dtcr»ilMw«r1cmt 

IV va}M af adM vorftmw<M down bfCU»tlb«7pro4md{r«rra&UMmI pent*. 

9. VkV<MtiMkacipMt 

T^aKai^fMdbmea«tbf add^UoAalwcrtfftbadkltWiipKTie workn. TVf kfpt KcttiBf cnr 



n vti S^ifTf^ wwa. Tmktmf Sf mt t r m C C wwrt aw twai n g daea ' 
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ACTIVITY 62 



Sharxm's favwood 



SKum u tn rkWfIx who o>*n» M Km ««cd^ 
land in ml iSkArci tt u» eU u 49 rmxft ««rt 
b«r»»tf. Tw» ]rr»rt •<« ■ tofudo bkar dorm rno*t th« 
(rrrft co kcr Und. Shiroa »>• upM< but Owutte Ut«re 
WM itUc 1^ c^M do 1^^ A A few «rrk« M«. «M 
of ShiTM't (nmd« wornud krr •om» locaj lufh 
•chooJ •todmu lo cut ite Irtr* up ind Uwm for 
brrwood The mjAMjdkV could protwblr (rtU^for 
e«<ti cord o< wood« ind mott o< tbc lonj fumrn wMJd 
b* «>&inc t» (Kck It up firore h*r hom. 

StkVDQ d«od«d to tr> the >de4. Slkc hind brr flr>C^ 
bftKi 17 y*u^«UI soo fin md ftcmd i« p4)f hm S& m 
hour to f«t w«od for nt^ hoort on ^)C^tor. Hr uwd 
• $>t9ot lone (TMO^vt uw *h* o«Twd utd a kind ur 
Worlunc kS dAV, be lunifvd to cot one cord of wood. 
« hi<k Shtron koU fcr M. ShATon pMi Ttm »40. »hxh 
W ft her U e pntl. $i>t deoded to t^r K *<rwi. Tku tine 
hharon ulied to bnnc one of hu tntni% to he<pw To 

1 Coffifilete the fotkwkftf uhi* 



UVftSluroM 
hWthU 



they o»i 



her »u>*true. Tim aaI ha tntrii «err tUe to (wt fcur 
corii « *ood worUr« tocrt^er. Ttty expUmed th*t Ite 
uw « M rriiar too tiqc for one perMi. h(.t tl»« t wo of then 
toctther ««Jd )u»l -^ihip' ntht thr(«<h ihoi* fco 
Shixon « u Uvniird. She pMi the boy* • totil of S}*) and 
•old the wood for Sii40.e«mn|S too Slk»ront<4dlhebo)rs 
to cornr back ibe next tim and bnn( anotjtrf tnend 

TKe foOoww* S«t«rd*y. the t>xf« bo)^ cut »« cord* 
«l wood. Sharon iftcreaacd her eiDfiojinett one i»or» 
tune to lour boy« but ducovrrad the y cet lu cord*. juK 
the lamcMthe three boy* kadniZ the week befor* She 
becwne ucry at them and tccuaed then cf betnc Mr 
TWy deiMd tt and aaid there mSy watnl nwch for the 
'rnnh boy todo whde two boy« uatd the uw tncone 
the axe. droded to Lrep on with her busincM but 
to etnptoy onhr three boya. 

ConaWrr the tn/orwiatte^ ftbo«e and OMwer the 
follow inC «we*tMn«. 



and 



ewTwd 



S 40 

S 80 

t\to 

tl60 



t 4S 
tl80 



t 5.00 

tiooco 
tmoo 
tiiaoo 



2. How doe« thu Mcauon demonauue the p<m^4e of dinu%*htfi< mv^l^naJ pro^^ 

Aj Sharon a^Med raort beys, thetf iddiCiortai (mdumon <\rM mcmted becaua* k took two of them to 
operate the Urtte taw AAer thar >>e vahw of added bo> went dow« becauM Ihcy had limited toota ""^ 
«apMiIitoua«. 

(CoMfimoi) 



). U'hy eouldnt fgur boy« «wt any awr* wood than the thmt 
The fourth boy had no toob to <M 



4 Btttbt Sharon have done to Mcreoae the value of the fourth boy! 
She eoutd Itfv* •*hM<d aaoOier Uw. 



1 If Sharon found iSe could tea only kvr cord* of «ood ■ week, how many boyi ahouJd ahc hire! ^ 

<L How doea thia euople demonatrate the fKt that the demand for labor u a derived JenandT 
T)w denand for the boy« la derived Anooi Sharon't abtky to aetl wood in the product market. 



' ld?otify m rumple *l **t of the four factor* of productioe in lhi« norf 
, . the £*3ea trees 



the boyt* effocu. 



the Mw and the axe 



E ctrrpmteurahn 



Shiron't decinoo to htrt the wood cvt and to tell rt 



ACTIVITY 63 



Comprehensian qiiiz, 
lesson 16 

nurri 

Anawrr the foflowvic by pUonc the ktter of th> k«rr*vt detetxm in the blank in fiwt of each Urm, 



Ap«x Gotr Oalts Finandat Oau 



I dmvtddemand 

2, donawhtfic narimJ prvdutfitXy 

3, bcton ef prodwtMn 
4 totalrmsot 

&. total «•( 
C pt^ftnartui 



Mirrii 

Read the 



A the pnce a firm charpt for lU prrducu 

umee the Bunber lold 
B 'Jtuin ued t* prodece ether rwdt and 

•errxea 

C k w>£k»tnMa to piathaae a Cactor of produe. 
tion that depend* on a trm** abibcy to tell 
Kaprodoct 

D t^te d^fferenc* between the amouM ■ tm 
Ukcs m whtn M aeC* Ka prtiduct and the 
amouM K *penda u ntke the prridcct 

C a* Bwn workers are hirtd. a point IB reached 
n hen Mdk additMniJ worker malu ta e* er 
anuler amoonta of ad4twn*l prodactjon 

r (he aaount apent by a trm to be able to 
effrr |wd» for ark 



atory below and anawer the tclOotVfif queetun* 

TheA'^'xOotf BaaC*.ha«k*dtrK>d jMT Ith**b*t«a^Wto•eaaamaaybaS• 
for SI each aa it could B<J»fact«re 

To nalU cotf ^ f^ noat P« y for labor pAM S 4d pet b*Jl for other e 1 pen*?l. 
AtOteMartoftheyttf.thecoRipejijrrAplOTrdlOworkerv «ho were (ud S«0 a 
day indodirtff aO fhio beneflU. btfTMc the year nore wwieri were hM 
a t£M, tatJ there wtr* IS worten. Tta^ company didat boy anj twrt macfaotra 
mai«ba!U. 

T^ awiMn gaUiered ou about whu lupprMd and ornnued It in l^e uUe be«ttw. 
They tried to anatpe the inforviatMA but arenl Mrt what A mea/ia. They have 
aAked jgt u atody Ihev (»au and arvwef the qdcatmi* that tciCow, 



d f ainr»w«»<^« r>ot*«^5nwi«r*« c Jmtt. Omcil w I m vmt 



vi90ie» 


SaXt 
pe*#»y 


Satea 
pM«er 


OiNar 
<*«(■ 


r*ui 

w*OM 


Tetal 
<e«i 


r*ui 

prea 


15 


4C<0 




XI 600 


S600 


tzsoo 


ST800 


U 


4 360 


4 350 


1740 


eco 


i«00 


IMO 


1? 


4 450 


4t50 


1««0 


7» 


2seo 


jo:o 




4800 


4000 


1920 


780 


2roo 


2100 


14 


4«M 


4^ 


i960 


«40 


2.800 


tioo 


IS 


e ' 


*.950 


1030 


900 


2880 


j<ro 



T FVI in the total proAt column by aubtnctinf the unouM in each tocaJ coat cohunn tnm the cormpondui* 
iiEMwM in the mjm per day cdumn. The tm one haa >en done aa aa example 

OWNtll QUItTtOltS 

K U'hy doe* Ok Kwraber of addAMiaJ prodwcu produced keen fwtc down aa we hire nor* worker*? 
The trr boufkt no new euchine* ao add^ worker* had le** and te«a to d9. coAM^uenUys they produced 
fewer «nd fewer tddiUonaJ product*. 



X How many workers thouk) have been luredT 

Either 1$ or U <Th« vah»e *dded by the I4th worker la equJ to the eoat of hinr« that worker, WVn we 
hired the I4th worker* we added SA) per day to our coat, and other coata roae by i40 at the taAe 
time But our ulea roae by SIOO. whidi wan eneuni to cover the additional products coau The l&th 
worker would add ane<Ser tSO to our total wacr c»x. bw« **i«« weald nae by only tSO ) 



10, What It the moM prcAt that could be ev d ta a day* . 

II U'e expect the fv«t of our raw .naimala to fo Dp to S SO per baa What ahoold we do to prvt our prvAl 
BurxttiT 

Aniwtri wii etfy„StodenU rouM *ufrrnt « »i«e»»e m prKe *r the purthaae of new. icsry eCActert 
ruct#ne«. 
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LESSON 17 



Entrepreneurs 

and government intervention 



TIME REQUIRED: 

Two Class Periods 

CONCEPTS: 

Role of Government 

Government Intervention 

Cost of Government Regulation 

Externalities 

Laissez-faire 

Minimum Wage 

INSTRUCTiOS^AL OBJECTIVES: 

Students will: 

• Give examples of how governme. rvention can 
add to or subtract from the profits of a small business 

• Identify several examples of government interven- 
tion that are intended to protect the public's intererts 
but may add to the cost of a small business 

• State reasons for government intervention 

• Given a desciiption of the positive and negative ef- 
fects of an entrepreneurial enterprise on the sur- 
rounding comiiiunity, evaluate the options for gov- 
ernment intervention, decide what action the 
government should take, and justify its decision 

RATIONALE: 

All firms exist within the context of society and its gov- 
ernmental system. Business activity certainly can con- 
tribute to the goals of society. On the other hand, the 
interests of society sometimes can conflict with those of 
individual entrepreneurs* and businesses. Goven;.iient 



is and can be used to encourage certain business activi- 
ties and to discourage others. Accordingly, the govern- 
mentally imposed or provided incentives or disincen- 
tives affect the small business. The individuals running 
businesses must recognize that they are not islands unto 
themselves. One player that affects the small business 
is the government. 

MATERIALS: 

• Activity 64 "Effe< ks of government on the entrepre- 
neurial enterprise'' 

• Activity 65 "Batesville" 

• Activity 66 Comprehension quiz, lesson 17 
VOCABULARY: 

Externalities costs or benefits associated with 

the production or consumption of 
a product that "spill over** to 
third par .js (people other than 
the direct producers and con- 
sumers of the product) 

Negative spillover costs associated with 

Externalities the production or consumption of 

a product; negative side effects 
that result when the production 
or consumption of a good or ser- 
vice affects the welfare of people 
vho are not directly involved in 
the market exchange. vPollution 
is an example of a negative exter- 
nality.) 

Positive spillover benefits associated with 

Externalities the production or consumption of 
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a product; the positive side ef- 
fects that result when the pro- 
duction or consumption of a good 
or service affects the welfare of 
people who are not directly in- 
volved in the market exchange. 
(Home improvement work that 
improves the appe. ranee of the 
neighborhood is an example of a 
positive externality.) 

Laissez-faire literally translated as "let them 

do/' "let (people) do (as they 
please)," or "let alone." Laissez- 
faire is rooted in a belief that the 
market mechanism in a free en- 
terprise competitive economy 
coordinates production and dis- 
tributes income in a self-ad- 
justing manner that tends to- 
ward full employment without 
government intervention 

a term that refers to various le- 
gal restrictions on the lowest 
wage rate payable by employers 
to workers 



Minimum Wage 



PROCEDURES: 

L Announce this activity several days before you 
intend to teach it. Assign each student to ask one 
person who is in business to describe one specific 
governmental act that affects the business they 
run and tO \plain their opinion of that act. It can 
be some type of regulation by which they must 
abide. Or it could be some type of program funded 
by the government that helped them. Students 
should briefly write down what they learn and 
bring it to class. 

2. Have students list and describe the types of gov- 
ernmental actions mentioned hy the owners of 
small businesses. Regulations will probably be 
more frequently mentioned than the direct benefits 
by government. Many entrepreneurs believe there 
is entirely too much governmental regulation. 
They think we should have much more laissez- 
faire, which means less governmental inter- 
vention. 

3. Distribute copies of Activity 64. Have students 
complete the worksheet individually, in groups, 



or together as a class. The situations given are 
governmental actions that encourage and discour- 
age activities by the owner of a small business. It 
also asks students to list the effectc of each action 
. the small business owner. It is important to 
Dring out why government wants small businesses 
to flourish. Also, it should be en?phasized that ef- 
forts by entrepreneurs to earn profits need to be 
limited to activities consistent with the general 
welfare of society. 

4. OptionaL Distribute copies of Activity 65. In this 
situation, students can e.xplore the pros and cons 
of economic growth for a small community. It pro- 
vides an analysis of the incentives and disincen- 
tives that could be implemented by a local govern- 
ment to encourage or discourage a firm to es':ablish 
operations in the community. 

This case provides a good opportunity to explore 
the economic concept of negative externality and 
the role of government in dealing with negative 
externalities. A negative externality is a cost of 
producing a product that is borne by those who are 
neither the producers nor the consumers of the 
product. In this situation, the air will be more 
polluted by the presence of the fertilizer company. 
This pollution will probably cause increased costs 
for many in the town who do not work at that plant. 
In other words, they suffer costs because of the 
product even though they are not producers or 
consumers of the product. Government policy -^an 
be used to have more of the total cost of the produc- 
tion process borne by the producers and consum- 
ers. In this situation, the local government may 
require a certain level of air purity emanating from 
the stacks of the firm. In order to meet that re- 
quirement, the firm will probably need to install 
some new equipment to clear the smoke, embers, 
ash, and other pollutants before they are emitted. 
New equipment means more costs. These in- 
creased costs are ultimately paid by the consumers 
of the output (fertilizer) through higher prices or 
by the producer who has lower profits because of 
increased costs. Government, through regula- 
tions, forces the consumers and producers to pay 
more of the full costs of producing the item. 

EVALUATION: 

Have the students complete Activity 66 individually, or 
have them w oik in pairb or small groups lu answer the 
questions. 
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ACTIVITY 64 



Effects of govemTYieru 

on the entrepTmeurial enterprise 



INSYKUCTKNtft 

faitbtavlMipUc*. ctptcuSf tor Us« mmS UttiaeM vntr. For Mck ImMm. mbcaU U« feU»wtBf- 

b Wat tfffct Ih* Bittrrtpbeo Km mtft* owm laaiU b mt n ww wbo ut tg#ttoJ by tft« wtico 

1. RwtiQfutu doxd by pabbc hf)t> te»p<ctor b«WM <fa4 ti h» M «i YwUaoiM 

R^-uottnc for mUrvnuoa , «io»uiMn f^om food pouMunx. 



for <«im« thrir rt*t>uru>u rt<*n*l sp. 



2. CovwwM^ profTUi protSdM fro* fedrtet to •atnprHMon 
RMMitet for lat«mstioa 



OjvrrnmeM wutu tSAfl buun««w« i« •u/t wtd prc*p«R thii wwJd mult In tM mtuon 9f mw 
(he ctMniwn of iM«fn«. wtd prov>1« ■ mw tcwt of ux rrxnw 
Egirti on imall botto ms 

*Imdy e*t»b(i*h«4 ^.ma with iin* (uv ruli* thrn mort cfffcUvf tnj f tta«nt. If Uut u l ftT« 
Mwet. thr oniy c«*t to Ittf <a«XI bu«inf«« owwr u hta or h«r xunt 



t;ov»nvT«Rt io*» not «Vkt wgrk*n t« bo U3m •d>iitU(f of. Ls . pu4 • t>«(« ea vMdk Uwy cteact 

Ef!Kt» 0« UtiJI bUWMWiM 

TUf OA nciTMf Xht cctu for imAlt buunm bfCMM of KtTinc to p«y tncrtiMd Ubor coaU. ThU 
rr^y cut into profit turret if cotu trt net ptmd «a to coMumtn tfjwcA kiitttr pncM. Som |obo 
auv b«chmuut«4 if lh<i7Krvw«dw MT*u<r^(Md too kfh forth* ibor p«rfcm«d. 



4. iMxpcciiiTt coumo in nuO bo ri n tw mMKM^taml fmdod by UM g yrtn— t 



Improve tM tMbtMi t*i p«rfonniAet of m«Ai«frfto«Tien wtd foptoym to MM ten* cm bo otor* 
(vonoRiKr cfAomi and proAXAbW. 
ESmUW J but i n i MM 

If rout wonh*\fl«. (b« pro<U«bUrty wvirconMiuchrakkof tnuSbuMnmMteilKi g«c(nphia] 

ixrs c«*.i uxtproT,, thrrrby munlAiAinff )oU and mcoururuvc (b« vcononw bnA.^ of rrUtod bua!»*MM 



. Ar«k favtAll MW •qdpmoit tA cuk* work am* Mfr 

RMonrrin for tntmoitka ■ 
Avoid Mo4«flU in tbo workplv*. auut wcritn tn h*TUi| • ufrr pLwt to w«rtL 

tncrcuod co«t for Bulun< (oodt or ^emnt bKMM of iuvuc to ir*U3 mw rqvipeuat. 



i. Am trm flood by torocaawac lar mttf i »ii U»ta c >dT<rtMBc 
RmmbIbc fer tatometkB — 



T>> promou f«<r buwvm prtcucr* m ihu lh« coMutnrr u net 6tct\yti vvd cofupttttors cm b« tMurod 

Effocu OQ null botiMMW — 

fV buMMM that «u ftrvd tiM •^ttonil com* 'H'lr Ann may aUo lo*< buatMM bKiuM of advcno 
putiboty CAhtr *mta Uwtm*n, « M in <gmp«inor*. ««<M bcMftt b«<4uM of a f«^. more oqunabk 
T.ajlift. 



7. 'JWOdCAtlM pr«vlOIMiMt«MMOf fOvwTflMMd<«rr«ntioii.<^^ 

f>«««)Ue««eo«m»aj»dfirtf fcdyfco tteoo^«maabuitoMid«T«Jepfi*et.Utho»««lvtti« 

•n MOCMaf^ /• dirict eoiu of tlMO* KtlrnW to tho )tam tro kM thaa tho tBcr^^ 
Iac<Wh»taflCj».gov>rr>»>«>tccntrftwt«ototho«ottof dofa>tUa^^<a«, Eimploo Ipdado — 
trptwipf work unM tor c mpioym. imc ttnf rtivlauwa *Ad payUwi bijfiin « iCh b«c«UM of eunlmuin 



G«Mr»3y. Umo* fbrraa of MtrwAHA an im«M to protKt or aid » p«rtK«!ar cronp *ho worfca fer 
or buy* good* and MTVKca froM itua bmintmi. 

S, kUay •MrrpmMTi btikv* tbtrc an too i»ai>y rtroWUcm tmod at amaS buiintM. Tbry brikv* vt alMaM 
hav* Bcr* of t laiaoct'Cwr* otonoaiy. Wliy do yoa tittnk thia btbtf k WU oy WAy *BtiT;r«nMnT 

OMTiJIy. tho rr^NtUtwu trt a tiAune* for th* f nirrprtMur to uspitiMRt Abo nfuItMriA ftMnliy 
ffiftii a tdfhtT co«( for producuc fooda and nrntf Hif^ cctU f^J ^^f^* )uf b«f pnctt for ttvc 
output of th« tjTx Thit. In (uTB, can nuXc a imaii buiifin« Wm comptUUvc in a fn«rKtt« npMially if 
cc(ep*tAon an located In a(*us or cownlnn *ti4T* \htn u If m fovcnuMfital muncntiM lAd 
prodwt»n totu *n Waa. 



ACTIVITY 65 



BatesvUle 



MtmiCTtON* 

lUad tho alory and anavvr tho ^o«atMni b«]ow. 

BttttrUt ia t rural to*ii m t^ UtdvMt witk a bi(l> 
ntc nf Bfttti p fa iy wwi rt . Tht only MaK/y in (on. 4 
^kair tKtocy, doaod don tjor yoara aco. Suiet tlicn 
many «f tbo ptopfo who i"*** in fiatMritk htv* BMrod 
away. NcaHy crcryoM ttt* poor and dtproaoii 

Uat wMk aomt kkdoatnalwu fnn CUca(9 CUM to 
BatMYdW toamonnM tbat tkay vantad to auMfactora 
frrtthtar tb* beilduic tte chair buafeaaa cm owwd. 
Tbcy aald rtboOdsv tU plaBt would raqvlr* a> iaraat' 
tarnt of am OOmOOO lai aoploy UO peopl*. WIms 
bctory fbM&y fota kto prodoetioa, H wonld a«4U 
<& f^ttma )oba aod pot abost ll.«)0.000 into tht fecal 
Monony titty ycAr, 

At Orat alaoat mryonc wu happy witk tfci pia- 

] OMP*noaindieat«dtW4ant/ciMadouabcsa£tatoabm:«TaryoMbB«ltav{Sa.Tb(rcibrt.tb*to^ 
pni^ t)ik radTKtioA of propmy t«ju* ord«r to cMooraca tM flrn to kKau tMr oparatMQ tai Bataci^ 

a. U wbat vaya wculd tba mtira tow*> btMfli if tb* tea awrad into SataaviSaT 

Mora job*, both budaSy and la th* toitf nuL mcaa laot bwom* bi tb« conusorjty^ Tht iacraaaad tncoo* 
caa crcau Aor* proaptmy for downtown nan* Grrat«r tneocM can alao meaa mora tax nv«nua* wtuch 
c*a |Q toward <i)vprovlrt( aehooU. paru. roada. and otbrr p^bbc atrvxaa. 



poaaL So(B* rraa focxaaiad to tb* towa l*ad*ra lAat 
radaoed pnptrty tax** abouU b* Ctraa u tb* flna fcr 
tb* flrat U yaan to Bak* Bun that it iBora* to Bat**- 
v3l*. Olhen vara a btt BMra aUrtkiL Tb«y vara «»■ 
earmd abogt tba afikt tittt f^rtfllaar pt«hictloa wouU 
bav* oa tha tfittiLr *d Mmti air aad vat«r. RaaidaaU 
wMt bocaaa kcatad doa* to tba tev«r ciulr (bctory 
wen eooeonad about tbair proparty nlim if tba tetfl* 
itar tm laovad ia. 

A towa naatiac via eaflad to diteoaa tba nattor. na 
varioo* poiaU wan praacatad. 

n«a«t cUrUr Tiriwa Ti«wy*(irta by anawarlMct^t 
folUwiwf ^waatioaii. 



b. Why la th« prop*rty tax rwdfxtkn a way t« ftt alnoat araryma ta tb* oocnanaity oootrfbottf^ to i>a 
biatttitn tat tb* flrail 

Almoat rrrryoM directly or tndiiv<t^'V«y^ tii* propfrty tax. Tfc« proprrty owMr dtrrctly paya r' "tax. 
T)i« rrfltm pay th« tax ihroofh (h«i* nntal payrvnia, %Vn a us r«dwtio«i la pv ca, ateoat avaryoM 
auffrr* brcaoati ftwrr pubbe fooda and a«mc*a can b« producad do* to lata tax nva^ Utb* amoiuit 
of tba rwduct/xi u to ba rrrunad for th« pabbe coffm. tb* taxH for otbm flnat b* tacrraaod. 



t, K mtm M t ami f Of y i'i *»f faaaW StrtU ru CcineC aa i Mae*. 
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L A pnmUr tint bmvuom thu hum tt tin otum fcrou«M a|i eoftcvm t&fct focu* «n kHuntuI w*u u Ui< 
wturpoQtttwa? 

Mw* iwdtnJ bt£t bff »0M «f «kkMM. poMiUy •>i«n*r kfi (or rvM^au Kow^^ wtd <tn im«<I la 
b* ptiAUd men frrqwMly te«»OM ^ potbUAU 



twtWM movn inio Bkt««nUcT 

poCuiiOA tAd Ku a c«A«id<nb<« unount of tnfflc in th«l trtt. 



c How CIA covmocM ilkmu tfcOM conctmT 

^N'tttr wid >^ poUuWA! Ht 'UA/ATdt foT thf tMxtrVQ uBouDt cf poCuuoA tMt Vt!l b« »!)Owf«i Ttk« 
9nn would htvt 10 iMUil •<}upir«At u cvt th< unour.*. -tf dlKkirn- TM* «^uipm*&t coota 

•mpn«tm«»t; IA« fm auy rwquirod u put up fiMtM lAdor m&X* ttat Undiu xAf uspro>«rM»u m 
U4 »r*t wb«rf pUn( u loct<4d »o that propeny Vkhtt 60 not drop 



CipUiA »K«t Uu« m««n* mi rtkUoMh/p U Ooi titaMioa. 

Tu ndktctMa dmm <i uvtti« to com Uu. ta tot. RMNk non p(«t;bU pr^u (or iht vftUrrprvimtr. 
f 1«p«*«t V «i#r out ppCuUon »M m*uurM 10 ptrm nuty pn^y r»T»n (acmM coou. whidi 
^NjvM >ow*r prrrftu MUKiOM' coou tM t< p«M*d on 10 th« Iffuchcooutrt 

Hf>»»j*rtd U-> tuth by thf rMrn>r»»»fW, h* Hi» m|«t look tU«w)»er* (^ » mm. 



4. l>0(avhaywM««r«*d.^)r<«lhuvkih«pUMMoiJ4b«co«mU4Upr»ikK*(( 
your tMwff. 



ACTIVITY 6S 



C(mip7iehension quiz, 
lesson 17 



AMt«IM TMI QUttTMNt MLOWt 

I, Nto* f *m way* IB wtucfa |OTtnu)Mn» oa boavM tA« ccoU of a aina3 t»MUW*a vti provkSt iymom why 
COvtt'Mat wouid crmd* Umm UMfiu. An«wtn«\3 vajy. T>km wtytMipd* 

a. 'iivwc real muu ux bnaka for oaubbahi f if 00c a teawHa n • muis an* u 1^ eoonuAity, Tliu. 
> tanu dra«aM« amowM of Um th£t wouVl ordManly U p«id by tilt anuJ] boa^^ 

b. IVmd]ncru'M>^fc«'l^*''>MChMthro«c1ki^SBA>(^an^ G«A«n;iy. anaH 
buu««M p«<<p^ »Kunn( OM of Umm looAa pay Itaa iMmat tkaa would >iavt 10 pay wnKout the 
runAtre. "nL. m tuni. tnaana th« buainMaf* aa*« on ntrmt chartf*. 

c. Frevidmt <«um* at bttk or M waft t» tA« anal] buaiMaa pmoa nthn at a public aehool or 
IKnufh a pubbc actncy Tlwliep* l*t*>fltpro*t tActffectivtfwaaof lh«aaiJ1buun««*pcTaoaa«aj 
lopnprova aaJ(«aM'*ori r«M*coat4. 

2 Kama tAm inaUwM la wludi lOTcmnxm caA i/icreaM Dm ccua cf a anafl buaincaa and provtdt raaaona wl^r 
tortrwntfrt would pui acWM kM aflkt, AMwtn wia *aof. Thrt* wtaUAtt* and the rvaaona uwh>d» 
t VttunfMw^vfflimenuJaafrty ftquir»flt«nuiAl>Mworiai!camaafaamaI]buaiAM 

M<M (tnKthnl <i)JA(«a hi tA« workinf annnnnvtni, 1\ia wd iMaA c«r* coaa in tjioct run for 
aA*U tutmaa p«r»cn. Th« KOvtnuntnt HnpttOMma audi actm bl ord«r to protoct the *crk«r 

b. lU'^wrt ccrtaiA aundai^ (^ gooda and aernoN off«rcd by ih« buatMaa For txanp)«. muurwAa 
»ait BuiAtain a Mruui defTW of a^^xatloa or tA«y wtS bt tloMd down. RtfuSatiOM are prunanly to 
prouct cork»emr. Such rtfula jona add 10 coata btcauat tunc and tffm ut tip*nd«d lo]u*9 
Uw bu)t«n aM tcmnc artaa at Vh* rv^uirtd ckaAlmm le^«L 

C Rau« th« miAuaun wac* (or worfcera. Many amafl bu auxaa ta pay Dm wiiamoh waf*. U ia dcbatabU 
if munx Dm ntAUMim wa(* ta actuaSjr tKat bmftaa] to werfcm but Dm wtmittA |1«»a fcr rvaim^ 
It k 10 aOow workm a *tvu)f wa(*.* Sodi action can uvd««} raia* Dm eo«u (or amall buamaaaa. 

I, SomMiBmtA«intm*UofthcaAuabwaincnown*reonSMtwTlJklh«iritm*uofoOimni^ 
conauiw, 1^ waf* aarMr, cr Ibt raneral (}Uu& ' ravido Um (Ujnpiaa liwwuv 

a. Wa(* canter waAtA a aaftr woriar ttkrawatMi aaaS fcriutfuaa )/*noik wuiu 10 kaap ( V or bar eoata 
down aa low u poafiMt in onkr 10 inaximuc pro£ta. 

b, Con«um«nwaAiaIo(ofb/crmalMArvtA(ort)kmonih«prDdu(*jthatar«tobtaoId.prAtinf aSof 
Dtat l»fomu.'»6 on the package coaU Um* and mone/, kad»« to flMrt corta wbich nay ^^aa fawer 
uka for the amaJ buavicaa pcnon, 

c> Tina that cmiaa a fonaidanbla tn£&e Aow nay vary eancb Uu a panjralar toeation b> a amall town, 
amalt town may not waAt all tXat tnAe> Uu/ moved away 10 Hut aoaS town to ftt away fron 
tn£be conctaUon. 

4 Waw bwiin aaa dnra l opnit t it w a eanMwgarty ku ^^al>y ardvaAutaa. auch m mora fc>mna hi iba coajBunity, nwrt 
tM rtvtnur. and more ^oba. Tbara cu aJao bt a "^tivt atdt for now buawaaa dtTtlopoianL Nana at haat 
DiTM ikaadvaAtacvi that may bt prratnt m imw buamaaa davafe(«atM. 

DuadriAtaf^ft tnc'iidt more conftatMA. rwrt <nma, nor* vr poOution. nort wtar and uar on tutbwayt 
»M i^3i*t pubbc aenkta 

*"wrr%»wti^^ TmiiJm$ ift l tfim C Jatwt Cwiadl a« le aaoail * ttfat» 
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THE ENTERPRISING 
TEACHER 



INTRODUCTION 

To teach effectively the sample lessons described in this 
Master Curriculum Guide, the teacher must employ 
some of the same attributes that he or she would attempt 
to instill in the students. In other words, the teacher is 
to practice enterprising teaching. To be an enterprising 
teacher, one teaches in a manner that demonstrates 
the key enirepreneurial skills and attributes so that a 
teacher is in a position to lead by example and, in varying 
degrees, to serve as an entrepreneurial role model and 
mentor for students. 

In this section, we will provide a rationale for enter- 
prising teaching, describe the enterprising teacher by 
outlining the seven roles that the teacher performs, and 
conclude with some teaching suggestions for use in the 
classroom. 

RATIONALE FOR ENTERPRISING TEACHING 

Entrepreneurs are not bum from information. One can- 
not just place some quantity of print material ir> the 
hands of an individual and expect that to be a motivator 
for entrepreneurial initiative. Similarly, one cannot sim- 
ply communicate information about entrepreneurship 
and expect that to impad. the spirit of entrepreneurship, 
thus prompting the learner to pursue an entrepreneurial 
career path. Eiitr spreneurship is a dynamic process and 
is bom of action and initiative as well as knowledge and 
awareness. 

Therefore, if a teacher wants merely to provide in- 
struction about entrepreneurship, then he or she can 
provide information to students utilizing traditional 
methods and resources. 

However, the goal of the progi-am is to encourage 
enterprising initiative and endeavors, so it will be ad- 
vantageous, if not actually necessary, to teach in an 
enterprising way. jinterprising initiative results from 
the accumulation of knowledge, attitudes, and skills that 



both prompt and prepare one to crea:e, launch, and 
operate new ventures. Unless students are screened 
and selected for such a program based on character and 
skill profiles, changes in attitude and behavior will be as 
important as increases in knowledge. 

Key areas will have to be addressed in terms of stu- 
dents' requisite attributes and skills for entrepreneur- 
ship, such as improved self-confidence, perseverance, 
commitment, goal orientation, desire for accomplish- 
ment, creativity, willingness to take initiative, willing- 
ness to accept risk, and so on. Thus the classroom will 
have to become an environment in which these attri- 
butes are emphasized, encouraged, and demonstrated, 
and the leadership provided by the teacher will be all- 
important. 

Students will need to be motivated, inspired, encour- 
aged, assisted, and directed. Their willingness to assess 
and explore their own entrepreneurial potential will be 
more a product of their learning environment than their 
accumulated knowledge. 

Other people may ssist the teacher in achieving 
these outcomes. Guests may be brought into the class 
to vary the presentation to students. But the teacher 
will be the primary resident role model and be the major 
infiuencing resource. If the teacher can exemplify the 
characteristics and skills of entrepreneurship on a regu- 
lar basis,' then the propensity for students to behave in 
an enterprising manner should be significantly en- 
hanced. 

This is not to say that a teacher who teaches entrepre- 
neurship in a nonentrepreneurial way dooms his or her 
students to a nonentrepreneurial future. Other mitigat- 
ing circumstances may well intervene. But the likelihood 
of success — developing entrepreneurial characteristics, 
attitudes, and skills in students and promoting entrepre- 
neurial initiative — will be much greater if the teacher 
represents a personification of entrepreneurship in the 
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approach taken to tasks, problems, and opportunities. 

The adage "He who can, does; he who cannot, 
teaches * (George Bernard Shaw, Maii and Siipennan) 
cannot be held over the heads of educators. Teachers, 
as well ai> anyone, can be enterprising in their approach 
to their tasks, problems, and lives. Teaching in an enter- 
prising way is not an unfair expectation of one who 
is teaching entrepreneurship. Leading by example is 
inspirational »^nd motivational. Teaching by example w ill 
be a requisite for effective teachers in the entrepreneur 
ship education classroom. 

THE ENTERPRISING TEACHER 

The teacher plays the primary role in the classroom. 
The teacher, among other things: 

• provides instruction 

• creates the learning environment 
motivates 

• evaluates 

• sel ves as a role model and possible mentor 

Entrepreneurship education, particularly at tne pre- 
college level, is formative in nature. It aims to promote 
the development of characteristics, attitudes, and skills 
that are relevant to entrepreneurial initiative. There- 
fore, even though many educators may not have busi 
ness experience, most are well skilled in procedures to 
build and affect attitudes in the classroom. 

Entrepreneurs are a product of many things, the leat>t 
uf which is probably genetics. Entrepreneurs are a prod 
uct of their environment, home, school, social, and work. 
The more encouragement these en\ironments provide 
0 enterprising behavior, the gi-eater the likelihood that 
a young person wiil develop an interest in, and propen 
sity for, entrepreneurship. 

It is important to note that entrepreneurship educa- 
tion programs have goals other than creating entrepre- 
neurs. Entrepreneurship education can develop atti- 
tudes and skills, and an overall approach to life and 
endeavors that can be important and useful to students 
regardless of their chosen career. 

Entrepreneurship is more an approach to doing 
things than it is the specific undertaking of a particular 
kind of endeavor. In that regard, *^he skills and charac- 
teristics of entrepreneurship can be applied as effec- 
tively to teaching as they can to any other kind of activ- 
ity. If such application is made effectively by the 
teacher, this can not only nelp in the development of 
enterprising skills and attributes in students, but it can 
also provide a clear demonstration of how entrepreneur- 
ship can be applied to nonbusiness ventures, 
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The teacher provides the leadership in the entrepre- 
neurship education classroom and is one of the primary 
architects of the education environment. To provide an 
effective program in entrepreneurship will involve much 
more than teaching about entrepreneurship. To change 
and develop attitudes require more than a knowledge- 
based course of instruction. The course content is just 
one part of the program. The educator will need to 
establish a broad focus for the planning of an entrepre- 
neurship education program to make it effective. 

Let us examine the various dimensions that are in- 
volved in functioning as an enterprising educator in an 
entrepreneurship education classroom. Below we dis- 
cuss the seven roles for the teacher and provide brief 
examples of how that role can be performed in an entre- 
preneurial manner. 

1. The teacher as innovator and achiever. Entre- 
preneurs are agents of change. They find new and inno- 
vative ways to address needs and wants and to overcome 
problems. Therefore, entrepreneurship education 
should help to promote and encourage innovation and 
to take an innovative approach to tasks and problem 
solving. 

The teacher must also be an innovator. New tech- 
niques should be tried and used. Students should recog- 
nize the efforts of the teacher to be innovative, to pre- 
sent material in new ways, to try new things, to take 
risks, to take a fresh approach, and to bring the subject 
to life in the classroom. The enterprising teacher should 
face the challenge of teaching as an entrepreneur and be 
prepared to identify opportunities for new approaches, 
strategies, and resources. If the teacher is successful in 
demonstrating to students how he or she has set goals 
in the course, has developed a plan, and so forth, then 
the teacher should albo ohare accomplibhments with stu- 
lients. Students should see the positi\fc feeling associ- 
ated with achievement. Ab much as possible, they should 
be allowed to share in the sense of accomplishment real- 
ised by their classmates, the teacher, and themselves. 

EXAMPLE 
Bring to class the coloied comics section of the 
weekend newspaper in sufficient quantity to 
provide one to each student in the class. Ask 
students to look at this section of the newspaper 
and think of opportunities for other uses that 
come to mind. Ideas may come from the comic 
strips themselves or from ways of using the 
colored comics section of the paper once they 
have been read. Let students think rbout it 
individually and then brainstorm as a group. Be 
prepared with your own ideas, suc^^ as using the 
colored comicb section of the paper ah wallpaper, 
as "funny" fire starter, as confetti, etc. 
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2. The teacher as role model/mentor. There is con- 
siderable evidence demonstrating the influence of a role 
model and mentor in affecting entrepreneurial behavior, 
Entrepreneurship is contagious. Entrepreneurial peo- 
ple encourage and motivate those around them. 

Therefore, the enterprising educator should aim to 
be a role model and, to the extent possible, a mentor 
'vO students. Teachers should try to develop their ^^wn 
entrepreneurial characteristics and skills as much as 
possible. They should embody the spirit and attitude? of 
an entrepreneur in the classroom to inspire aud motivate 
students. 

A role model is one who is observed more than con- 
sulted, A mentor relationship implies more continuous 
contact, dialogue, and assistance. Depending on the 
number of students, the structure of the program, and 
so forth, teachers may be more likely to ser^e a? effec- 
tive role mode's than mentors. However, to whatever 
extent possible, teachers should attempt to establish 
mentor relationships with students. 

EXAMPLE 
Identify a change that is laking place in the 
school or community. Discuss t.iis change with 
st.^dents and analyze how the change is generat- 
ing opportunities. In partnership with students, 
identify one or two specific opportunities that 
ydu, as the teacher, might bo able to address 
with a new idea. On your own, work with these 
opportunities and identify a variety of specific 
ideas to share with the class. Identify one idea 
that seems to have potential. Discuss with stu- 
dents how ou might move the idea forward. If 
possible, act on this and see how far you can 
carry it. Discuss with students the resistance or 
barriers you encounter along the way. 

3. The teacher as a change agent Entrepreneurs 
challenge the status quo. They look at the way things 
are and look for ways to bring about improvcnents. A 
teacher can do this too. An entrepreneurship educator 
can look for ways to bring aoout change in the classroom, 
in the school, and in the community. The teachei can 
lead by example by becoming an active agent for change 
and progress. Some initiatives may involve students 
from the program in school- and community-based initia- 
tives. In taking on the role as a catalyst for change, not 
only will the teacher sharpen entrepreneurial skills, he 
or she will more clearly demonstrate the role and nature 
of entrepreneurship to students. 

EXAMPLE 
(i) Identify a problem or opportunity that exists 
in the school for teachers or students. Identify 
and define the opportunity clearly. Establish a 
goal for what you would like to realize and :5et 
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about to bring about the change, 
(ii) Examine the traditional classroom setup. 
partnership with students, attempt to establish 
an innovative classroom design more conducive 
to the spiritof entrepreneurship, 

4. Tlie teacfier as motivator. Entrepreneurs are 
goal oriented. They sol goals and, if successful, achieve 
a sense of personal accomplishment. That is the primary 
mc. ational force for entrepreneurship — the quest for 
personal accomplishment and achievement. 

Many students, h<>wever, are not goai oriented. Many 
have relatively low self-esteem and self-confidence. 
Many have relatively low expectations about their own 
abilities. The teacher can challenge such perceptions. 
The teacher can abandon his or her own previous percep- 
tions of a student's potential and encourage the student 
to aspire to more. 

Educators can further assist in this area by making 
their own guals clear to students. Let students see that 
there are goals set, ambitions in place, and hop\-u and 
drecrrJ" that help to pull one fonvard. The educator is in 
an oppoitune position to motivate students, to encour- 
age their self-confidence, to elevate their self-esteem, 
to encourage their consideration of new options, to set 
goals, and to establish hnpes and dreams that they can 
aim to realize. 

EXAMPLE 
Ask each student to identify three entrepre- 
neurial opportunities. Have each student write 
out his or her oppoi^unities and submit them 
in writing. Meet briefly with each student and 
discuss the student's suggestions. Acknowledge 
the insightful suggestions and encourage the 
student to consider investigating one of them 
further. If suggestions are not effective, discuss 
this with the student and challenge him or her 
to come up with other possible opportunities 
untiJ a suitable one is found. Reinforce each stu- 
dent's efforts by building a list of identified op- 
portimities on a wall board with the student's 
name beside his or her opportunity. Provide 
writing space beside each opportunity for others 
to wr?e their comments and thoughts. After 
two weeks, and after the student has had a 
chance to rc.icict on the opportunity and review 
comments, have each student revise and refine 
his or her opportunity. 

Gather the refined opportunities together 
and, using a computer and printer, produce a 
class newsletter, paper called "Opportunities for 
Entrepreneurship" in which each student pre- 
^sents a w rite-up of his or her perceived opportu- 
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nity. Circulate this among the school and the 
community. 

Specific constructive feedback from the 
teacher, aiid seeing one's name in print, can 
contribute a motivating, confidence-building in- 
fluence. 

5. The teacher as evalxuitor. Entrepreit urs crave 
feedback. They are motivated by a quest f ;r personal 
accomplishment so they are ahvays seeking evidence of 
progress. Feedback from those who are observing and 
judging is vital. But such feedback must be constructive, 
insightful and, as much as possible, unscheduled and no' 
part of a routine. 

But even more than providing evaluation and feed- 
back, the enterprismg educator will need to employ in- 
novative approaches to evaluation. Utilizing tests and 
exams to assess knowledge alone is not acceptable. Left- 
brain, linear thinking and learning arc important and 
will need to be ^sessed but right-bra}*^ development is 
also important. 

Creativity, intuition, and so on, wu .leed to be as- 
sessed and acknowledged. Changes in attitudes, charac 
teristics, and skills will have to be weighted at least 
as heavily as cognitive development. Therefore, new 
assessment instruments will need to be used and devel- 
oped. Techniques such as self- and peer evaluation will 
have to be utilized. And credit will have to be possible 
for "^ailed" attempts and initiatives that, at the same 
time, demonstrated the skills and approaches of entre- 
preneurship. After all, most entrepreneurs are "wrong" 
a few times before they are "right" as they look for new 
and innovative ways. 

EXAMPLE 
Use a varied assortment of evaluation strate- 
gies, including: 

• self-evaluation 

• peer evaluation 

• group evaluation 

• evaluation of decision making 

• evaluation of creative thinking 

• evaluation of goal achievement 

• performance appraisal forms 

• failure analysis assessment 
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• personal interviews 

• attitude surveys 

• written assignments 

• oral presentations 

• projects 

• venture plan assessments 

• other 

6. The teacher as planner. One of the most impor- 
tant skills for an entrepreneur is to be zoXq to nlan 
effectively. The effective enterprising teacher wili not 
only teach students how to plan effectively, but he or 
she will also demonstrate the skills of effective plaiming. 
The classroom, lessons, field trips, and so on, can be 
planned in such a wcy so that students can clearly see 
the methods and benefits of effective planning. The en- 
trepreneurial teacher should involve the stud. vS in var- 
ious aspects of planning the program. 

EXAMPLE 
Present a detailed plan for the progi*am to stu- 
dents It the begirining of iho course. Clearly 
state the opportunities that >ou ha/e identified 
for the course. Indicaie go?.ls, objectivcss, re- 
sources required, assesbment points, contin- 
gency plans, possible problems, etc Demon- 
strate how a well- organized plan can be 
implemented and how it can be designed to fore- 
see possible problems. 
Share a detailed lesson plan with ?..ulents. 

7. The teacher and failure. A difitinjuishing feature 
of many entrepreneurs is their aUJ.ude toward failure. 
Most entrepreneurs experience one *u more failures be- 
fore they succeed. But they look upon failures as learn- 
ing experiences and stepping stv'^nes to future succe.ss. 

Most teachers will also experience failui*es. For in- 
stance, a new technique won't work; a new resource 
doesn't do its job. The more innovative ^' e teacher is in 
the classroom, the greater the likelihoui of failure. 

The enterprising teacher can take advantage of fail- 
ures to demonstrate a positive attitude toward the fail- 
ure. Share ^,he failure with students. Analyze what was 
wrong and whel was right. What could be done differ- 
ently? How could information from the failure be used 
toward a future success? 

The enterprising teacher, drawing on personal expe- 
rience, can do a great deal to foster a more e.»*trep'reneur- 
ial 'approach to failure among students. 
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EXAMPLE 
Suggest a number of entrepreneurial opportuni- 
ties to the class. Watch for responses to identify 
one that they tlnnk is particularly poor. Tell 
students that it is your favorite opportunity. 
Make a case for why, then let students tell you 
what's wong with it. Tell them not to be "gen- 
tle" and "kind" but to "tell it like it is." Demon- 
strate how to accept criticism. Seek out more 
detail from students about their criticisms. Push 
them to be specific. Demonstrate bow informa- 
tion can be gained from criticism and from a 
"failed" idea. Try to generate a good opportu- 
nity from this bad one based on their feedback. 

You Nvill note that many of the gbove suggestions 
involve being relatively open with your students. Tl.is 
is consistent wth one of the primai-y prerequisites for 
an entrepreneurship education classroom: there must 
be an atmosphere of trust. The relationship betv/een 
teacher and student is very important. Teachers must 
develop an atmosphere of trust in the classroom in which 
students trust the teacher anH the teacher trusts the 
students. This is one of tiie ch.*.ienges for the entrepre- 
neurial teacher but it is vitally important if confidence 
is to be established and initiative encouraged. 

APPLYING ENTERPRISING TEACHER 
CONCEPTS TO A LfS^iSON PLAN 

The sample lessons presented in this Master Curricu- 
lum Guide are only general outlines for an enterprising 
teacher. They lay out the key components of classroom 
presentations and recommend instructional methods. 
However, the teacher should not feel bound by these 
recommendations but should demonstrate flexibility in 
adorling and adapting the lessons to the students in his 
or her classroom. 

Let us take Lesson 6 and briefly reflect on some alter- 
native^ or supplements to the lesson. One^of the most 
important economic concepts is the interdependency of 
the economic units within an economy. Circular flow is 
a good model to demonstrate this. The teacher may want 
to bring a set of dominoes to class and stand them on a 
desk so that, once the class is present, tapping the first 
domino will cause the sequence in which one domino 
topples the next, resulting in a chain reaction, or the 
domino theory. What t'us demonstrates is that a deci- 
sion by one economic entity can have an effect on other 
entities in various ways so thut each decision by a con- 
sumer or producer will affect myriad other producers 
and consumers. 

Another idea to build on the circular flow concept is 
that economies are dynamic entities and are always in a 
state of change. Let's conjure up an illustration. Ask the 
students how many are currently working. Ask those 



students who are working whether they are consumers 
or producers. We would hope they would respond that 
they are both. Then ask one student to share with the 
class how he or she earns and spends the money and 
how the process of earning and spending acts on other 
people, either in creating sales positions or in creating 
new manufacturing jobs. 

The question is: What is the role of the entrepreneiu: 
in all of this? Ask the students where they think the 
entrepreneur fits. A consumer? A producer? What func- 
tions might the entrepreneur perform that would create 
either new products or new method? of disseminating 
products? What the students should be led to realize 
through their own discussions is that entrepreneurs are 
one of the dynamic factors in the economy and that, 
through their invention or innovation, they create new 
businesses, produce new products, create new jobs, and 
enhance the well-being of both consumers and producers 
through the circular flow process. 

SUMMARY AND CONCLUSION'S 

The teacher can be the architect of an effective learning 
environment for entrepreneurship as well as serving as 
an effective role model by embodying and demonstrating 
entrepreneurial characteristics, attitudes, and skills. 
The educator, in developing an effective entrepreneur- 
ship education program, will have to keep a number of 
thmgs in mind, including: 

• course content 

• the learning environment 

• the delivery system, including strategies and tech- 
niques 

• methods of evaluation 

• resource selection 

• community linkages 

The enterprising educator may have t d overcome bar- 
riers and resistance to new techniques, strategies, activ- 
ities, and so on. His or her perseverance, commitment, 
and creativity may be called upon to overcome such 
resistance that may flow from those comfortable with 
tradition and established practice. The enterprising edu- 
cator will need an effective support network extending 
throughout the school and into the community. And the 
teacher will have to take an enterprising approach in 
the classroom. 

To conclude these thoughts on the enterprising 
teacher, consider the following suggestions for your en- 
trepreneurship education program: 
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Minimize use of resources or teaching techniques that 
focus on right answers; a single right answer should 
not be sought or expected. 

The entrepreneurship education program should be 
highly participatory with a hands-on focus. It should 
be activity based. 

The entrepreneurship education program should be 
goal/achievement oriented. 

The entrepreneurship education program should en- 
able short-term accomplishments by students. 

The entrepreneurship education program should 
have a community integration focus. 

In an entrepreneurship education program, a variety 
of approaches and teaching styles should be utilized. 

An entrepreneurship education program should have 
elements that surprise the student and present the 



unexpected as well as provide opportunities for . n 
and excitement. 

• An entrepreneurship education program should pro- 
vide a broad focus for (entrepreneurial ventures and 
initiatives, not just small business start-ups. 

• An entrepreneurship education program should pro- 
vide students wth frequent and unanticipated 
feedback. 

• An entrepreneurship education program should en- 
tail approaches and activities that seek to build self- 
confidence in the student. 

• The methods and resources used in an entrepreneur- 
ship education program should enable and encourage 
group/team activities. 

• An entrepreneurship education program should focus 
on the positive ways to handle and learn from failure. 
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ACTIVITY 1 • PART A 

Entrepreneurs — t?ien and nauj 
Benjamin Franklin 

1706-1790 .V 



Benjamin Franklin was one of 17 children of a poor but 
honest candlemaker in Boston. There was not enough 
money to allow him to go to school so he became an 
apprentice printer to his brother. This was an unhappy 
relationship because, like many brothers, they agreed 
on little and did not work well together. While a teen- 
ager, Frariklin ran away and eventually went to Eng'and 
where he perfected his skills as a printer. 

He returned to the United States and was recognized 
as one of the most skilled printers in the colonies. He 
moved to Philadelphia in the late 1720s. He found it was 
difficult to become established as a printer in Philadelphia 
because there was a large number of other printers al- 
ready in business. The only way he could succeed was to 
doit better. He started a new newspaper. The Pennsyl- 
vania Gazette, What made his paper a su^, ^ess was that it 
included many entertaining aiid clever sayings, as well as 
being written in a light and sometir:»es comical fashion. 

But by far Franklin's most proutc/Je enterprise was 
Poor Richard's Almanack, which he p^iblished annually 
between 1732 and 1757. What made Poor Richard's Al- 
manack unique was that it was "a book for every mem- 
ber of the family." It inc' ided recipes, poetry, historical 
dates, maps, and the t...ies of the court sessions. For 
parents, the almanac was arranged so that they could 



use it to teach their children the alphabet and how to 
read. The sales of Poor Richard's Almanack ultimately 
reached 10,000 copies a year — second only to the Bibk 
in the colonies. 

Franklin was also the first person to believe in news- 
p^pGr advertising. He recognized that the price of news- 
papers to the public could be kept down if part of the 
cost was picked up by advertisers. But he could not 
convince other businesses to advertise in his newspaper. 
So he began by advertising? an indention of his own, the 
Franklin stove. The stove was an ingenious device that 
was a superior way of heating cold and drafty colonial 
homes. Sales of his stove boomed due to advertising. 

Other colonial merchants began to advertise, too. In 
addition to being a shrewd businessman, Franklin was 
also a great inventor. In fact, only Thomas Edison has 
niore inventions to his credit than does Benjamin Frank- 
lin. He experimented with electricity. He invt^nted bifo- 
cal glasses. He devised a variety of medicines. 

Franklin became one of America's greatest Uates- 
men. He was also a great philanthropist. It was said of 
him that his life contained the unique elements that 
are identified in the Ameiican business success story: 
ambition, creative enterprise, self-education, research 
and invention, community service, and philanthropy. 



From Master Cumculiuu Guide, Economics and Entrepreneurshtp, Tt^uJung Strategies € Joint Council on Economic Educa- 
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ACTIVITY 1 « PART B 

Entrepreneurs-then and now 
Milton Bradley 

1836-19U 



Milton Bradley Games 

When Abraham Lincoln fii'st grew a beard during the 
1860 presidential campaign, it almost spelled financial 
ain . >r a young Massachusetts lithographer named Mil- 
ton Bradley. 

The owner of a Springfield print shop, Bradley had 
been cashing in on the upcoming election by reproducing 
a portrait that showed the Republican candidate with 
a hairless chin. When Lincoln suddenly rendered the 
likeness obsolete, Bradley w as forced to destroy se\'ei al 
hundred thousand prints. This put the lithographer on 
the razor's edge of bankruptcy, until a friend suggested 
that he try inventing a board game, which he could then 



print with his idle press. 

Bradley follo\Ned his friend s advice and came up with 
the Checkered Game of Life, a contest in which players 
racked up points by landing on squares with words like 
Truth and Honory while avoiding ones with Ridn and 
Intentperance. Peddling the game personally through- 
out New York and New England, Bradley sold 45,000 
copies the first year. Shortly thereafter he became the 
top game manufacturer in the United States, a multimi! 
lionaire and — undoubtedly— one of the biggest fans of 
Abe Lincoln's beard. 



Source. Fucini, J. & S. Entrepreneur. The Men and Women Bdand /*umo«6 Bnind Saimi>and Hotv They Made It. G. K. Hall & Co. C 1985. 
Reprinted with the permission of G. K. Hall & Co., Boston. 
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ACTIVITY 1 » PART C 



Entrepreneurs - then and now 
Maurice McDonald 

1902--1971 

Richard McDonald 

1909-- 



McDonald/s Hamburgers 

Brothers Maurice and Richard McDonald left their New 
Hampshire village of Bedford for Hollywood in 1928 
with dreams of becoming actors. 

It wasn't on theater marquees, how ^ver, but under 
the golden arches of a San Bernardino hamburger res- 
taurant that the two would later see their name in lights. 
After failing to make it as actors, the McDonalds ran 
several businesses, including a movie theater, before 
opening their hamburger stand in 1948. Unlike similar 
restaurants that prepared fuud to order, the McDonalds 
stand served precookeo, ready-to-go hamburgers for 
150. 

In 1954 their business caught the attention of Ray 



Kroc (1902-1984), a former big-band pianist who was 
then Working as a sales agent for a milkshake mixer 
firm. Kroc convinced the brothers to allow him to sell 
the McDonalds name and concept to other resta .rant 
operators. 

There were some 300 McDonald's franchises by 1961, 
when Xroc bought out the brothers (who thi a retired) 
for $2.7 million. 

Although this sum would seem small compared to 
the company's eventual success, the brothers remained 
philosophical. "We didn't know if this was just a fad that 
would peter out," Richard McDonald recalled in 1983, 
"but I h've no regrets." 



Sua/v-tf. Fucini, J. & S. Eutreprenuiri>. i he Mvn and Womtn Bthuui Famou;> Brand Sainta and Hou They Made It G. K. Hall & Co. C 1985. 
Repn.ited with the permission of G. K. Hall & Co., Boston. 



Frum Mazier Curncututa Gutdtf Ecunu/nict> iind Enireijrentur&htiJf Teaching Mrate^ 2$ £ Joint Council on Economic Educa- 
^ tion, New York, NY. 



ACTIVITY 1 « PART P 

EntrepremuTS-then and now 
Berry Gordy, Jr. 

1929- 



Creator of the Motown Sound 

There are very fe^v individuals in this country, and prob- 
ably around the world, who have not heard of or been 
influenced in some way by the Motown sound. The list 
of great stars is seemingly endless. 

Smokey Robinson, Diana Ross, Marvin Gaye, The 
Temptations, Lionel Richie, The Jackson Five, and 
Stevie W' nder are only a few of these great performers 
who during the 196Us and 1970s put a lot of soul into 
the music world and the nation. The development and 
significance of the music, however, did not come alout 
by accident. It was the direct result of the ambiticn and 
entrepreneurial ability of one man. 

Berry Gordy, Jr., was bom the sev ^nth of eight chil- 
dren in Detroit on November 26, 1929. Although he 
never finished high school, Berr> obtained his high 
school equivalency diploma while he served in the Army. 
When he left the service, he initially worked with his 
fathei , who was a plastering contractor. Berry then took 
a job at a Ford Motor Company plant where h^ made 
about $80 a week. Berry found the work not to his liking. 
He started, with a partner, a record ^core called the 3- 



D Mart, which faileJ shortly thereafter. However, a 
man of Berry's am) Ition, energy, and perseverance was 
not to be kept down for very long. 

In 1959, BerryGordy, Jr., borrowed $800 from his fam- 
i ly and started a small record company. The company was 
not an instant success. It was not until 1962 that the com- 
pany vas in good financial shape. In that year, Motown 
had 1 1 Top Ten Rock and Blues hits and was firmly estab- 
lished in the recc ding industry. The number of hits con- 
tinued to roll out of the studioi> and into the record stores 
throughout the nation. There have been a number of sig- 
nificant results from that initial investment of $800 Ivj 
Berry Gordy, Jr. The fact that it Jias made him many mil- 
lions of dollars over the years is only one. There is also the 
tremendous social impact that Motown Records has had 
in America. Through music the nation has developed a 
greater sense of togetherness as opposed to the discrimi- 
nation and conflict of the time when Berr> Gordy started 
the business. The gains made by many black entertainers 
and other professionals would not have been possible 
without the success of Motown. 



- From Master Curriculum Guide, Economics and Entrepreneurshtp, Teat* to Strategies C Joint Cuuncil on Ecunumic Edaca- 
^9wion, New York, NY. 



ACTaVITY 1 ' PART E 

Entrepreneurs — then and now 
Laura C lough ScuxMer 

1881-1959 



Although ^ura Clough Scudder had already achieved 
a place m history in 1918 as the first female attorney in 
Ukiah, California, when she died in 1959 she was hailed 
as the "PoUto Chip Queen of the West/* During her 
lifetime, Laura Scudder earned degn^es in law and nurs- 
ing, and built a home-grown potato ci^jp business into a 
mummillion-dcllar empire tl.at spanned the West Coast. 

In the 1920s grocery stores sold potato chips by the 
pound from glass display cases. Grocers put the chi^vs in 
paper bags wncjn they were purchased, and by the time 
the consumer arrived home, the chips were often stale 
and broken. Scudder decided that she could make better 
potato chips and invented a way to package them to 
keep them fresh. The new method of packaging provided 
the adde^^ ivantage cf allowing customers to serve 
themselves 

In 1926, Scudder produced her first batch of kettle- 
fried potato chips in the kitchen of her home. She began 
with 200 pounds of potatoes— washed, peeled, and sliced 
by hand. Later, the business was moved to a brick build- 
ing that she a^ao her husband built next to their home. 

As the sales grew, Scudder hired other women to 

Source: Adapted from "From the Ground Up, The Entrepreneurs Behind Household Names^ by Frances Huffman. Reprinted ^iih pt»rmission 
from Entrepreneur ACagazhie, Ir\'ine, CA» September 198S. 



help. The employees took sheets of waxed paper home 
at night and hand-ironed them into bags. The next day 
at work, they filled the bags with fresh potato chips and 
sealed each bag at the top with more ho' ironing. 

During the early years of the business, the Scudder 
fa \i!y delivered their bags of potato chips to stores in 
the family automobile. Soon, they found they needed to 
purchase a panel truck to deliver the growing number 
of bags sold. Originally delivering her Mayflower Potato 
Chips in southern California only, Scudder eventually 
branched out to include northern California, where grc* 
cers sold her chips u'nder the name Blue Bird Pota 
'"Mp Company. 

By 1953 Scudder's potato chip operation had out- 
grown the origina\ plant and she opened a spcond manu- 
facturing plant in Fresno, California. The business now 
employed 1,000 people and accounted for about 50 per- 
cent of the potato chip market in Call'omia. Annual 
pales climbed to $15 million. In 1957, Scudder sold her 
potato chip company to Sign*.! Oil and Gas Company for 
ne-'^rly S6 million. 



From Master Cumculum (hude, Ijconomics and Enireprenenrship, Teaching Strategies ® Joint Councu on I: .nomic Educa- 
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ACTIVITY 1 « PART F 

Entrepreneurs— tksn and nmv 
Mary Anne Jacksm 



1954- 



Juggling a career and motherhood, Mary Anne Jackson, 
35, found herself devoting Sunday nights to preparing 
tasty, nutritious meals that would be easy for a baby- 
sitter to serve her young daughter when she was at 
work. When she lost her job, Jackson turned this Sunday 
night routine into a business. 

Her company— My Own Meals, Inc.— is the fii-st to 
mass-market packaged meals for children aged two to 
eight. The company produces five dL%renc meals with 
names such as "My 'l\irkey Meatballs" and "Chicken, 
Please " The me^s retail for less than $3.00 each. 



The meals are pressure-cooked and vacuum-sealed in 
plastic pouches using a retort process, which makes 
them shelf-stable. The meals can be easily carried in 
purse and heated at a friend's house. Because they are 
not frozen, they heat up in a few minutes. The retort 
packaging also enables Jackson to vie for shelf space 
in supermarkets rather than slots in the overcrowded 
frozen food section, which are harder to come by. 

Since April 1988, the company has been selling meals 
through a supermaricet chain in Illinois and through the 
mail. Company sales totaled $500,000 for the year. 



Source: «100 Ideas: Meals for Tots/' Venture Magazine, New York, NY. November 1988. Reprinted with permission. 



• 



S^nS^ySSnx"" ^'^'^ «""^««'"«P. reel's Sirausm C Joint Council on E™m,ml= Eduoa- 

ERIC , S7 



Name 



0 ACTIVITY 2 



Impcxrtant traits for the 
successful entrepreneur 



Rate the traits below in terms of how important you thinlt they are for entrepreneurial success. 
A "1" would indicate that you believe the trait is relatively unmponant. 
A. "2" would indicate that you believe the trait is someivhat important. 
A "3" would indicate that you believe the trait is very important 



IN 01 

important 
" 1 


important 
2 


Verv 
important 
3 


Quality or trait 


□ 


□ 


□ 


1. a high !evel of energy 


□ 


□ 


□ 


2. good physical health 


□ 


□ 


□ 


3. a strong need to achieve 


□ 


□ 


□ 


4. a willingness to taice risks 


n 


□ 


□ 


5. a desire to create 


□ 


□ 


□ 


6. a need to closely associate with others 


□ 


□ 


□ 


7. a strong desire for money 


□ 


□ 


□ 


3. a willingness to tolerate uncertainty 


□ 


□ 


□ 


9. an ability to get along with employees 


n 


□ 


□ 


10. being well organized 


□ 


□ 


□ 


11. self-reliance 


□ 


□ 


□ 


12. a need for power 


□ 


□ 


□ 


^3. patience 


□ 


□ 


□ 


14. competitiveness 


□ 


□ 


□ 


15. desire and willingness to take the initiative 


□ 


□ 


□ 


16. self-confidence 


□ 


□ 


□ 


17. versatility (ability to do many things) 


□ 


□ 


□ 


18. perseverance (sticking at something difficult) 


□ 


□ 


□ 


19. innovativeness (willingness ?nd aoility to do something untried) 


□ 


□ 


□ 


20. ability to lead effectively 



^ Source: Adapted from Entrepreneurship by William B. Jcnnin^. Canadian Foundation for Economic Education, 1985. 
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ACTIVITY 3 



Ratings of traits 
by entrepreneurs 



A. Most important for success 



perseverance (18) 

desire and willingness to take the initiative (15) 

competitiveness (14) 

self-reliance (11) 

a strong need to achieve (3) 

self-confidence (16) 

good physical health (2) 

B. Important for success 



a willingness to take risks (4) 

a high level of energy (1) 

an ability to get along with employees (9) 

versatility (17) 

a desire to create (5) 

innovativeness (19) 

C. Least important for success 

ability to lead effectively (20) 

a willingness to tolerate uncertainty (8) 

a strong desire for money (7) 

patience (13) 

being well organized (10) 

a need for power (12) 

a need to closely associate with others (6) 
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Name 



ACTIVITY 4 



My entrepreneurial traits 



To what degree do you believe you possess entrepreneurial traits? 

Indicate your opinion by checking the boxes below. 

A "1" would indicate that you feel you possess the trait to a rather low degree. 
A "2" would indicate ihat you feel you possess the trait to a moderate degree, 
A "3" would indicate that you feel you possess the trait to a rather high degree. 



Low 
1 


Moderate 
2 


nign 
3 


Quality or trait 


□ 


□ 


□ 


1. a nign levei oi energy 


□ 


□ 


□ 


2. good physical health 


□ 


□ 


□ 


3. a strong need to achieve 


□ 


□ 


u 


A o wilHnornp*?*; fn f'lUp risks 


□ 


□ 


□ 


0. a desire to create 


□ 


□ 


□ 


6. a need to closely associate with others 


□ 


□ 


□ 


7. a strong desire for money 


□ 


□ 


□ 


8. a willingness to tolerate uncertainty 


□ 


□ 


□ 


9. an ability to get along with employees 


□ 


□ 


□ 


10. being well organized 


□ 


□ 


□ 


11. self-reliance 


□ 


□ 


□ 


12. a need for power 


□ 


□ 


□ 


13. patience 


□ 


□ 


□ 


14. competitiveness 


□ 


□ 


□ 


15. desire and willingness to take the initiawve 


□ 


□ 


□ 


16. self-confidence 


□ 


□ 


□ 


17. versatility (ability to do many things) 


□ 


□ 


□ 


18. perseverance (sticking a' someining difficult) 


□ 


□ 


□ 


19. innovativeness (willingness and ability to do something untried) 


□ 


□ 


□ 


20. ability to lead effectively 



Source: Adapted from Enirepreiienrshxp by William B. Jennings, Canadian Foundation for Economic Education, 1985. 
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Name 



ACTIVITY 5 



Julie's dream 



Read the case study below; then answer the questions that follow. 



As a high school and college student, Julie Smithson 
hardly ever followed the crowd. Her teachers were al- 
ways amazed at her creativity and her willingness to 
work hard on any project that she tackled. She had a 
high energy level which enabled her to complete many 
tasks during a given amount of time. 

After college, Julie worked as a buyer for a large 
department store in a major city. She purchased mer- 
chandise for the toddler's department in the store. After 
three years, she decided to return to her hometown. 
Her employer hated to see her resign becausf. of the 
high-quality work that she did. 

After returning home, she worked at various jobs in 
the area of sales. One of Julie's dreams was to own her 
own clothing store. She wanted to be her own boss. Her 
dad was willing to provide some money to help her get 
started. She would still have to get some financing from 
the bank. Since the area was growing rapidly, many 
new families were moving in. The schools were crowded 
with students, kindergarten through high school. Julie 
decided that a clothing store catering to high school 
and college students could be an exciting and hopefully 
profitable venture. A unisex theme would be carried out 
through the merchandise offered. 



In August, just before everyone went back to school, 
she opened a boutique named **The Sharp Look." She 
hired one full-time person to work with her. During the 
first two months, many people visited the store, which 
was probably due to the advertising blitz she ran in the 
local paper. 

After a year, she found that she did not have enough 
money to pay her employee, but her tax forms showed 
that she had made a small profit. She also was going to 
have trouble meeting the monthly payment on her bank 
loan. Also, her hired staff didn't stay with her very long. 
They did not like the way she interrupted the 'uring 
their sales presentations. Julie interrupted because she 
wanted to make sure the customer was not misled. The 
accountant from her accounting service indicated that 
Julie should take advantage of some tax benefits offered 
by the government; she was reluctant to do so because 
she did not understand them. She also noticed that about 
half of her stock did not seem to be very popular. 

Julie is in a predicament. Analyze her situation by 
answering these questions: 



1. What are some indications that Julie took some positive, worthwhile actions during her first year of operation? 
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2. What are some problems that Jidie is having in her business? 




Economists define human capital as the productive abUity of people. The productive abihty of a firm can be 
improved by more education of the people who work there. Human capital can be miproved through many 
different ways, such as on-the-job tfaining, course work, securing advice from others, reading literatm-e or 
talking with others in the same field. Indicate the educational experiences that are necessary tor The Sharp 
Look" to operate more effectively. 



• 



4. Would this additional education be a cost to the firm? If so, how? 



9 



I 



(Contimiecl) 



5. How can one tell if the investment in education is worth the time and money put into it? 



6. Julie seemed to have many personal features required of an entrepreneur, such as creativity, intelligence a 
wilhngness to work hard, a high energy level, and a desire to be her own boss. Is that all that is necessary'to 
be a successful entrepreneur? 
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ACTIVITY 6 

Additimal courses and training 
taken by new hminess owners 
prim to starting new businesses 



License/Certificate Program 
a High School Vocational Courses 



Occupational Training in Military 



O) 

c 

c Courses — General Business Skills 

2 

Courses — Technical Skills 

o 

O Employer-Sponsored, Technical Skills 



Employer-Sponsored, General Business Skills 




20 30 
Percent of Owners 

Smirce: Data developed and provided by The NFIB Foundation and sponsored by the American Express Travel Related Services Company, 
Inc. Reported in Small Business Primer, © 1988 The NFIB Foundation, p. 15. 
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ACTIVITY 7 

Owner age 

when business fcnmed 



(D 
O) 
< 

c 
O 




60 and Older 



10 15 
Percent of Owners 



20 



■+■ 
25 



ERIC 



Source: Data developed and provided by The NFIB Foundation and sponsored by the American Express Travel Related Servicts Company, 
Inc. Reported in Small Business Primer, ® 1988 The NFIB Foundation, p. 11. 
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Name 



ACTIVITY 8 



Formal education of new 
basiness owners 
and the adult public 



INSTRUCTIONS 

The pie charts below show the formal education of the adult public and the owners of businesses. Formal education 
is the numbor of educational steps or grades achieved by an individual Study the pie charts to answer the questions 
that follow. 



Formal Education of New Business Owners 
and the Adult Public 




Educational Level 

^ Not High School Graduate 

I High School Graduate 

□ SomeC'ollege 

22 College Graduate/ 
Postgraduate 




New Owners 



Adult Public 



Source: The NFIB Foundation and Statistical Abstract of the United States, 1986. Reported in Stnall Business Primer, € 1988 The NFIB 
Foundation, p. 15. 



1. Approximately what percent of the new owners are high school graduates? 
a. 70%-75% b. 50%-55% c. 35%-40% d 10%-i5% 



2. Are any of the new business owners individuals who have not graduated from high school? If there are, 
approximately what percent? 



iC07iti7iticd) 
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3. Approximately 30 to 35% of the adult public in 1986 did not graduate from high school. Was the percentage of 
non-high school graduates starting new businesses higher or lower than 30% to 35%? Why do you think this is 
true? 



4. Approximately 20% of the public have graduated from college. Is the percentage of college graduates starting 
new businesses higher or lower thzn 20%? 



5. Based on a comparison of the pie charts, what is a gener:ilization that you can make about the formal education 
background of people starting new businesses when compared to the general public? 



6. Can you think of reasons why new business owners have more education than the general public' List the reasons 
in the space below. 
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ACTIVITY 9 



Tony's pmdudim choice 



Tony owns a small Italian restaurant where he sells 
takeout pizza and spaghetti dinners. 

He doesn't have much space in his kitchen so there is 
a limit to the amount of food he can prepare during each 
evening. If he made nothing br.c pizza, he could produce 
100 a night. On the other hand, he could produce 300 



takeout dinners if he cocked only spaghetti. He could 
also make different combinations of the two products. 
Each additional pizza hp makes means he is able to make 
three fewer spaghetti dinners, and vice versa. 

Study the table Tony has made below and answer 
the following questions: 



Time spent per 
product 


Number of 
pizzas 


Number of 
spaghetti dinners 


ail on pizzas 


100 pizzas 


0 dinners 


3/4 on pizzas 
1/4 on spaghetti 


75 pizzas 


75 dinners 


1/2 on pizzas 
1/2 on spaghetti 


50 pizzas 


15( dinners 


1/4 on pizzas 
3/4 on spaghetti 


25 pizzoS 


220 dinners 


all on spaghetti 


0 pizzas 


300 dinners 



1. If Tony wants to make 75 pizzas a night, how many spaghetti dinners will he also be able to make? 



2. If Tony decides to reduce nis pizza production to 50 from 75, how many more spaghetti dinners will he be able 
to produce than before? 

3. Identify examples of each factor of production that must have been used to produce one of Tony's pizzas. 

Land 

Labor 

Capital 

Entrepreneurship 



{Continued) 
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4. What would Tony's opportunity cost be if he decided to increase his production of pizzas from 75 to 100? 



5. How does this situation demonstrate the central economic problem of scarcity? 



Now use the data from tfie table on the front of this sheet to draw a graph of the different production 
choices Tony could make. 



Pfzzas 

100 



Production ChoicesTony Could Make 
(Production Possibilities Cunre) 



75 



50 



25 



0 75 150 225 300 

Spaghetti Oianers 



er|c 



- 109 

18 



Name 



ACTIVITY 10 

What would you do 
if you won the lottery? 



Choose four people (at least one adult) to ask what they would buy if they won $1,000 in a lottery. Write their 
answers in the spaces below. 

Be prepared to talk in class about their answers and the questions at the bottom of the page. 



PERSON NO. i was male □ female □ 
about years old. 



This person would buy= 



PERSON NO. 2 v/as male □ female □ 
about years old. 



This person would buy_ 



PERSON NO. 3 was male □ female □ 
about years old. 



This person would buy_ 



PERSON NO. 4 was male □ female □ 
about years old. 



This person would buy- 



id 

ERLC 



Think abmt the answers above and the questions below. 
Be prepared to discuss these questions in class. 

1. Why can't people have all the things they want? 

2. How do people choose which things they want? 

3. Why do different people want different things? 

From Master Curriculum Guide, EcoTumics and Entrepreneurship, Teaching Strategies © Joint Council on Economic Educa- 
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Name 



ACTIVITY 11 

Ccmprehension quiz, 
lesson Jf. 

MRTI 

Read the statements below. 

Place a 'T* in front of each of the statements you think is true and ignore the space below. 

Place an "F" in front of each of the statements you think is false; then write the statement correctly in the space 

provided. 

1. Scarcity exists because many people do not have enough money. 



2. It is necessary to have all four factors of production for production to take place. 



3. The four factors of production are land, labor, money, and entrepreneurship. 



4. A production possibilities curve shows different combinations of two products that can be produced from 

a set of resources. 



5. If I decide to spend $6 to go to a movie instead of using the money to buy a book, my opportunity cost is 
the value of the $6 I spent on the movie. 



Part il 

Study the graph to the right and answer 
the followng questions. 

6. If Joe is baking 35 cakes, how many pies can he bake? 



7. If Joe decides to bake 25 pies, how many fewer cakes 
will he be abi e to produce? 



8. What would be Joe's opportunity cost if he decided 
to use all his resources to make 30 pies? 

0 S 10 IS 20 25 30 
PIES 
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Production Possibility Curve 
for Joe's Bakery 



































V 












> 

















ACTIVITY 12 



Basic economic systems 



All countrieo have developed economic systems (ways of producing and distributing goods and services). Economic 
systems are used to answer the three basic economic questions: What goods and services are to be produced? How 
are goods and services to be produced? ^or whom are goods and services to be produced? Different types of economic 
systems have dL%rent mechanisms (methods) for answering these questions. 



Type of 

economic system 


What to produce? 


How to produce? 


For whom to produce? 


MARKET 
ECONOMY 


Business firms produce 
goods and services that 
consumers dre vviiiiiig diiu 
able buy for prices that 
v;ill yield profits for the 
frms. 


Seeking to compete 
profitably in the market- 

12lUlVlUUal UUOUlv>00 

owners decide what com- 
binations of productive re- 
sources (land, labor, capi- 
tal, and entrepreneurship) 
they will use in producing 
goods and services. 


Finished goods and ser- 
vices are distributed to in- 
dividuals nnd households 
who are willing and able 
to buy them. 


COMMAND 
ECONOMY 


A central :)lanning author- 
ity (government agency) 
decides what goods and 
services to produce. 


A central planning author- 
ity (government agency) 
decides what combinations 
of productive resources 
will be used in producing 
goods and services. 


A central planning author- 
ity (government agency) 
decides who receive the 
gcjds and services that 
are produced. 


TRADITIONAL 
ECONOMY 


The goods and services 
produced today are the 
same as those produced in 
previous generations. 


The combinations of pro- 
ductive resources used in 
producing f;;,dds and ser- 
vices are the same as 
those by past generations. 


Finished goods and ser- 
vices are traded locally 
for other finished goods 
and services. 
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ACTIVITY 13 • PART A 



Scenarios for ecmmrdc 
systems compariscm 



1. A new strain of low-cholesterol com is developed. 

2. The country's landfills are becoming scarce. 

3. A baby boom has started. 

4. There is an excess supply of steel. 

5. A livestock killer bee has invaded the country. 

6. The cost of riilk has sharply increased. 
7* Two neighboring countries are at war. 

8. A shortage of nurses has occurred. 

9. Denim coats are the i .ew fad. 

10. Medical research proves that citrus fruit causes 
high blood pressure 

11. Vans cause great damage to highways. 

12. Vocational jobs are plentiful. 
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Name 



9 ACTIVITY 13 * PART B 

Response page 

SiiMation No. Situation No. Q 

Type of economic system: Type of economic system: 



Response of economic ?"stem to this situation: Response of economic system to this situation: 



Situation No. | | Situation No. | | 

Type of economic system: Type of economic system: 



Response of economic system to this situation: Response of economic system to this situation: 



o 
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ACTIVITY 14 

Contributions of competition 



Can lead to lower prices 

Can lead to improved quality 

Can lead to larger variety of 
goods and services 

Can lead to better service 

Can lead to increased efficiency 

Can lead to greater sensitivity to 
consumers' needs and wants 

Can lead to faster responses to 
consumers' needs and wants 

Can lead to greater innovation 
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Name 



PRODUCT: 



Price: 



Quality: 



VarieU : 



Service: 



Efficiency: 



Sensitivity: 



Response: 



Innovation: 



ACTIVITY 15 



Prodvxt competitim 
in a market economy 
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ACTIVITY 16 

Benefits of entrepreneuTship 
to society 

Entvepveneurs generate at least six overall bemfits to society: 
L Increased competition 

2, Economic growth 

3, Increased employment 

4, Altered distribution of income 

5, Economic efficiency 

6, Increased opportunities for all individuals 
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ACTIVITY 17 ^ PART A 

Entrepremurs turn, idle 

grain mill into highly autormted 

jhur pvdmer 



Entrepreneurs are turning a long-idled grain mill into a 
highly automated one that processes flour lor spaghetti 
and macaroni products. John C. Miller, president of the 
company that owns and runs the operation, said that the 
start-up could mean a whole new crop for farmers and 
would attract other flour-related business cuch as pet 
food, animal food, and snack food companies. 

The original mill was built shortly after WWII to 
produce animal feed, but since 1971 has been l:ept idle. 
Earlier this year the mill was renovated and new auto- 
mated machinery was installed. Miller notes that the 



company has enough orders to operate the mill at capac- 
ity until next summer. He said the demand for pasta has 
been climbing an average of 5.6 percent a year in the 
past eight years and that the average American now 
consumes 13 pounds of pasta per yeai\ 

The plan*, which is run by computer, takes only three 
people per shift to operate, but other workers are 
needed for maintenance, lab work, and other tasks. The 
miirs cuiTent work fo^ce of 20 is expected to expand to 
35 by Januai-y. 



QUESTIONS 



1. What product was being produced by these entrepreneurs? 



2. What did they do that was entrepreneurial? 



3. List at least three benefits to people in society from the entrepreneurial effort. 



Source. "Entrepreneurs Turn Idle Gram Mill Into Highl> Automated FI«iur Producer," b> Thumai* W. Gerdcl, The Platn Dealer, December 2G, 
1987. Reprinted with permission. 



From Master Cumculuni Giude^ Ecunonitcs and E ntreprejteurship, Teaching Strategies C Joint Council on Economic Educa- 
tion, New York, NY. 

27 l.t8 



Name 



ACTIVITY 17 • PART B 

EntrepreneuTship 
and employment 



A recent report issued by the United States Small Busi- 
ness Administration contained the following informa- 
tion. Last year new jobs in the American economy to- 
taled over 4 million. Almost all of these jobs were 
generated by new or growing entrepreneurial busi- 
nesses. Older, larger businesses actually reduced their 
level of employment by some 1.7 million workers. In- 
creasingly, the United States economy has come to rely 
upon venture creators who also create jobs for America's 
growing work force. 

It is not just the number of jobs that entrepreneurs 
create that makes them important to the economy. Over 



90 percent of American workers first worked in a small 
and growing business. These businesses provide the first 
employment opportunities in whicli workers learn the 
skills and discipline necessary for success in later life. 

Behind almost every job there is an entrepreneur. 
Even public sector jobs, such as police officers, teachers, 
and government workers, must be paid out of the tax 
revenues, which the government receives from private 
firms and the individuals employed by tho:se firms An 
entrepreneurial economy generates the additional tax 
dollars needed to support public services a;:id public em- 
ployment. 



QUESTIONS 




1. Who creates most of the new jobs in the economy? 



2. Most entry level jobs are to be found in what kinds of firms? 



3. Why are government jobs dependent upon the efforts of entrepreneurs? 



Source: Adapted from a report on small business, U.S. Small Buciness Administration, 1985. 
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ACTIVITY 18 



The circular flow of resources ^ 
goods, services, and 
money payments* 



INSTRUCTIONS 



Read the event '■^elo\v. Place the number of each in the appropriate space on the circular flow model. 



Event 1 

Jill paid her bill at her 
local department store. 


Event 2 

Yvon sold 100 acres of 
land to a firm that wants to 
build a factory on it. 


f 

.tfent 3 

Terry r*}ceived a dividend 
from a corporation in 
which he owns stock. 


Event 4 

Mrs. Chin purchased 
a rose bush from the 
nursery. 


Event 5 

Maria received her 
paycheck last Friday. 


Event 6 

Todd took home a new 
shirt he chose at a store. 


Event 7 

Mrs. Tomson earned 
$15,000 from th3 beauty 
shop she owns. 


Rvent 8 

Tom had his car fixed 
at a local garage. 


Event S 

Karen received $200 from 
a firm that rents a building 
she owns. 


Event 10 

Shelly can't afford to buy 
a car so ^he leased one 
from a dealer. 


Event 11 

Mr. Martinez received 
$500 interest payment for 
the corporate bond he 
owns. 


Event 12 

The ABC Co. took 
delivery of a new furnace 
it needed to make brass 
fittings. 



Money Payments {^^^ios Doliars) 

THE PRODUCT MARKET 
• Flnlsho^oods and Sorvlcos 



Resource Ovvners 



7 



Productivo Sorvlcos mo 
THE FACTOR MARKET 
Monoy Incomo Paymonts (Wagos, Ronts, Intorost, ProHt) 
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ACTIVITY 19 

What happened 
in Upper Utopia? 

Read the case study below; then answer the questions that follow. 



For many years the economy of Upper Utopia worked 
veil. Firms made reasonable profits, workers earned 
fair wages, stores had good sales, everyone had a good 
standard of living and was quite happy. However, no 
one was really rich. 

Some workers and some entrepreneurs came to feel 
they needed more: more money, p*cer houses, longer 
vacations, bigger cars, etc. As it turned out, the workers 
who wanted higher wages were employed by the busi- 
nesses whose owners wanted bigger profits. When the 
workers demanded higher wages, the owners raised the 



price of their products even more. Soon the firm*s sales 
fell. The vwners made no profit and were unable to pay 
tneir workers. The workers were bid off and could not 
buy goods or services. Eventually the tirm went out of 
business. 

These events hurt other workers and businesses in 
the economy. The laid-off employees were unable to 
buy products manufactured by other firms. The closed 
business didn't buy raw materials, tools, or other factor^ 
of production. As a result, the entire economy went into 
a recession, which hurt everyone. 



1. Where do firms earn the revenue that allows them to pay for the factors of production? 



2. Where do people earn the money that allows them to buy goods and services? 



3. If fums do not earn money, what will happen to their ability to pay for factors of production? 



4. If people do not receive income, what wi!J ha pen to their ability to purchase goods and services? 



5. Explain why the factor and product markets depend on each other. 



From Master Curriculum Guide, Economics and Enirepreneurship, Teaching Strategies © Joint Council on Economic Educa- 
tion, New York, NY. ^ _ ^ 

o J 2 7 

ERIC 



Name 



ACTIVITY 20 

My family and me in the 
drcularflow model 



Below is a blank copy of the circular flow model Label each part in the appropriate space, ihere is a letter at the 
start of some of the spaces. The same letters appear on the lines below the chart. For each letter, describe something 
you do, or a member of your family does, that fits into the blank on the circular flow model. 



a. 




a. 



c. 
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ACTIVITY 21 

Comprehension quiz, 
lesson 6 

MRTi 

From the list below, choose the phrase that correctly completes the sentence and write the phrase in the appropriate 
blank. 

factor market derived profit 

product market a mortgage payment circular flow model 

1. A represents the flows of money, goods, and services, and other factors of 

production through the economy. 

2. Food, shelter, and clothing are bought and sold in the . 

3. Land, labor, capital, and entrepreneurship are bough*^ and sold in the . . 

4. is a part of the flow of money between the business and households that passes 

through the factor market. 

, 5. is a part of the flow of money between the households and business that passes 

through the product market. 

6. Economists call the demand for factors of production demand. 

PART 11 

Read the paragraph below and answer the following questions. 

In 1849, when gold was first found at Sutter's Mill, there were very few people living in that part of California. Two 
years later thousands of people had moved there. Many people who never even looked for gold had jobs or ran 
businesses in the area. 

7. why were stores able to sell so many more goods in that part of California after the gold was found? 



8. Why were so many people able to find jobs working in stores there? 



9. When the gold ran out, why did many "boom towns** become "ghost towns**? 



10. How does this example demonstrate the idea of derived demand? 
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Name 



ACTIVITY 22 



Responding to an 
entrepreneurial opportunity 



Entreprene urial Opportunity 

Definition 

A want, problem, or challenge that can 
be addressed, solved, and/or satisfied 
by an innovative initiative 



Entrepreneurial Idea 



Examples 

People are increasingly conscious 
of the food they eat and the water 
they drink 

People are increasingly concerned 
about health and fitness 

There is a need for widespread 
education regarding AIDS 

Many people are mystified by 
computers 

Many people cannot read or write 
Australia is very "in" 



Definition 

A specific innovative way to satisfy a 

want, overcome a problem, or meet a challenge 

Examples 

A health food or fresh food 
restaurant 

A new form of health club 

A new, innovati^'e way to provide 
AIDS education 

A home education program on 
computers 

A new type of program to combat 
illiteracy 

An Australian film festival 
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ACTIVITY 23 



Bmimtorming techniqm 



1. Don*t criticize another person's ideas. Group members will tend to talk less if this happens. This 
means fewer ideas will be expressed. Group leaders should discourage such phrases as *That*s a 
dumb idea." 

2. Encourage freewheeling. The wilder the ideas, the better. It is easier to tame down a wild idea than 
it is to think up another cae. 

3. Try for quantity. The larger the number of ideas, the better the chances of getting good ones. 

4. Combine and build on the ideas of others. Group members should state their own ideas. They should 
also suggest hew the ideas of others could be turned into better ideas. Sometimes two or three ideas 
can be joined to form another idea. 

One person started a brainstorming Gessfon by sayinr • • - 

^'What new products not now available are needed for the home? Here is your opportunity to dream up all those 
gadgets, appliances, etc., that you believe would make life more enjoyable." 
These are a few of the ideas generated in the session: 

• Suction cups on the bottom of egg beaters to prevent skidding in the bowl 

• Venetian blinds so constructed that the slats in the upper or lower half can be opened or closed 
independently of the other half 

• Switches for doorbells so you can turn them off when children are asleep or when you don't want to 
be disturbed 

Get together with two or three people to practice brainstorming . . • 

Start with the statement: "Name as many uses as you can for empty plastic household detergent bottles." How 
many did you list in your group? It will be interesting to compai-e your list with those of other groups in the class. 

Even though brainstorming is used most often in groups, you can also use it alone. Follow these rules for individual 
brainstorming: 

1. Don't judge your own ideas until you have finished the list. Never erase or scratch out an idea. 

2. Do some freewheeling. Don't be afraid to write down some farfetched ideas. 

3. Try for quantity. Remember, by writing down many ideas you increase your chances of getting good 
ideas. 

4. C ombine and improve. Write dr wn all ideas that come to mind. Then add to the list by combining 
and improving ideas. 



YrimMa^i^CttrTiculum Guide, Economics and Enirepreneurship, Teaching Strategies © Joint Council on Economic Educa- 
O ^'^y New lork, NY. 



34 125 



Name 



ACTIVITY 24 



Invention, innovatim, 
and entwprenmrship 



1 . Answer the f ollowSng questions: 

a. What is the difference between an inventor and an entrepreneur? 



b. Can an inventor and an entrepreneur be the same person? Explain your answer. 

Q 



c. Are the same skills needed for the two roles? 



iContiniied) 



e 
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2. In the space provided, list two examples of an entrepreneurial opportunity and provide at 
least one entrepreneurial idea for each. 



a. Entrepreneurial opportunity 



Entrepreneurial idea(s) 



b. Entrepreneurial opportunity 



Entrepreneurial idea(s) 
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ACTIVITY 25 



Ripple effects in the 
marketpldce: microcomputers 

INNOVATIONS GENERATE NEW INDUSTRIES AND ECONOMIC ACTIVITIES. 

An innovation not only affects those making and selling the innovation, but also encourages the development and 
sales of related goods and services. Innovation can also affect some industries and companies in a negative way- 
meaning that they suffer because of the acceptance of the innovation. 
The diagram below illustrates these points 
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Name 

ACTIVITY 26 

Ripple effects in the 
marketplax^e: airplanes 

INSTRUCTIONS 

Fill in the outer segments of the diagrams below with the names of producers of goods and services who were 
positively and negatively affected by the introduction of the airplane. 




INSTRUCTIONS 



Name 



ACTIVITY 27 



Ripple effects in the 
marketplace: vacuum cleaners 



Fill in the outer segments of the diagrams below with the names of producers of goods and services who were 
positively and negatively affected by the introduction of the vacuum cleaner. 



• 




ERIC 
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ACTIVITY 28 

Ripple effects in the 
marketplace: permanent-press 
fabrics 

INSTRUCTIONS 

Fill in the cater segments of the diagrams below wit' the names of producers of goods and services who were 
positivelj- and negatively affected by the introduction of permanent-press fabrics. 
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INSTRUCTIONS 



ACTIVITY 29 



Ripple effects of an innc/vatkm 



Write the name of an innovation in the blank space provided in the inner segment. Fill in the outer segments of the 
diagrams belovir with the names of producers of goods and services who were positively and negatively affected by 
the introduction of the innovation. 




Innovation: 
Accepiance of 



POSITIVELY 
affects 
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ACTIVITY 30 



Compwhemion quiz, 
lesson 8 



THE LEAN, MEAN FLYING MACHINE 

Let's suppose the activitieo of an entrepreneur result in the invention and successful marketing of a compact, 
inexpensive airplane that takes off without an extensive runway or airfield. 
What businesses might be positively affected by this innovation? 

Also suppose that this new airplane is as easy to operate as an automobile. What business/industries might be 
negatively affected by this innovation? 
WrUe your answers in the spaces provided. 

New businesses/industries that might be positively affected: 



Businesses/industries that might be negatively affected: 
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ACTIVITY 31 



The demand for "Kookies" 



MRT A 

Suppose a bakery close to your school has decided to produce and market large (6 inches in diameter) chocolate chip 
cookies which they have given the trade name "Rookies." The owners of the firm have net decided what price to 
charge. They want to know how many they could sell at various prices. 

To help them find oi\t the information they want to know, complete the table below. 



At this price 

$ .20 each 
.40 each 
.CO each 
.80 eich 
1.00 each 



1 would probably buy 
this many 

"Kookies^ per week 



PARTS 

Construct a graph to show the total number of "Kookies * students in your class are willing to buy at each price. 



Price 

.80 
.60 
.40 
.20 



Demand Curve for "Kookies" in Our Class 



0 20 40 60 80 100 120 140 160 180 200 

Quantity 
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Name 



ACriVITY 32 

What is Mppening 

to the demand fiy^ canned tuna? 

PARTI 

Mary runs the only grocery store in a 12-block area of a large city. Many of her customers are elderly and don't 
have much income. Mary sells lots of canned tuna fish. It isn't too expensive, and it is a good source of protein. 
Mary charges 79 cents a can all the time, but she ha noticed that her sales have changed from time to time. 

Explain why the demand for ttma fish changed in each of the follotmng situations. 



1. When hamburger went up 20 cents a pound, Mary sold about 50 more cans of tuna fish each day. This probably 
happened because 



2. Mary sells about 100 more cans of tuna fish a day at the start of a month than at the end of a month. This , ^bably 
happens because 



3. For a few weeks after there was an article in the newspaper about how healthful tuna fish is, Mary's sales 
increased 30 cans a day. This probably happened because 



4. There was a truck drivers' strike and food deliveries were interrupted. Mary sold 100 cans more a day. This 
probably happened because 



(Continued) 
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PART II 

• The graphs below represent the demand curve for Mary's canned tuna fish on a regular day. 
Draw a new line to show what would happen to the demand curve in each of the sivuations described on the previous 
page. Would it shift to the left or right? 

In the blank space provided, mite the determinant of demand for each situation. 




Quantity Quantity 
Determinant Deterjninant 




Name 



ACTIVITY 33 



Factors affecting demand 



Cut out advertisements from r wspapers or magarines for two totally um'elated products. 
Consider the advertisements and then answer each of the following questions. 

Be sure to attach the advertisements to your assignment when you hand it in. 

1. To which of the four determiiiants of demand (income, tastes and preferences, the price of substitutes, or 
expectations of future changes) is each advertisement trying to appeal? Explain how you know this. 

Advertisement No. 1 appeals to I know this because 



Advertisement No. 2 appeals to I know this because 



2. What would you estimate the price of each product is now? 
Product No. 1 $ Product No. 2 $ 

3. Restate the law of demand in your own words. 



4. If the price of each of these products went up 5%, which one d j you believe would suffer the greater loss in sales? 
Explain why. 

I believe product No. would have the greater percentage loss in sales because 



5. Describ dw firms that sell the product you identified in question No. 4 might tiy to reduce their sales loss. 
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ACTIVITY 34 



Comprehension quiz, 
lesson 9 



PART I 

Answer the following by placing the letter of the correct definition in the blank in front of each term. 



Term 

1. demand 

2. determinant of demand 

3. demand curve 

4. sub'titutes 

5. expectations 

6. law of demand 



Definition 

A. products that may not be exactly the 
same but which may be put to the same use 

B. a graphic representation of the number of 
items that will be demanded at various 
prices 

C. the willingness and ability to buy something 

D. a belief in future changes that affects one's 
willingness to buy products now 

E. people will buy more units of a good at a 
lower price than at a higher price 

F. anything, other than price, that affects 
customers* willingness to buy a product 



RART II 

Study the graph to the right and answer the following questions. 

7. How many pairs of socks would be sold at a price of $4? 
pairs 

8. If there were a cold spell, would the demand curve * 
for socks move to the left or to the right? 

It would move to the 



Demand for Wool Socks 



Explain how the law of demand is demonstrated by 
the graph. 
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ACTIVITY 35 

The supply of "Kookies" 



Suppose you own a small bakery near the local high 
school. In recent months you noticed that your employ- 
ees have little to do in mid-afternoon before the evening 
rush. You wonder if baking large cookies (which you 
would call "Kookies") to sell to students on their way 
home from school might be a good way to keep your 
employees busy and to earn more profit. 

You have studied how your workers use their time 
and believe they could bake 100 cookies a day without 
having to cut back on any other products they make. 
To produce more than 100 cookies, they would have to 
reduce the production of other baked goods because your 



firm has only so many ovens and workers. 

Another possibility would bs co pay some workers 
overtime to stay late to bake cookies. 

You conclud" that if your sales of cookies grow over 
100 a day, you will have to charge progressively higher 
prices to make up for your increasing costs of pro- 
duction. 

The table below shows how many cookies you would 
be willing to offer for sale at variour prices. 

Study this information and answer the questions 
below. 



i would supply 
this many 

At this price "Kookies" per week 

$ .20 each none 

.40 each 500 

.60 each 700 

.80 each 900 

1.00 each 1,100 



1. Why wouldn't you supply any cookies at 20 cents each? 



2. Why do you require a higher price to produ^j more than 100 cookies a day (500 a week)? 



(Continued) 
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3. Plot the information from the preceding table on the graph below. 



Price 

$1.00 
.80 
.60 
.40 
.20 



Supply Curve for "Kookies" 



0 100 200 300 400 500 600 700 800 

Quantity 



900 1.000 1,100 



4. Explain how the graph of a supply curve demonstrates the law of supply. 
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ACTIVITY 36 



Arnold's fossil farm 



e 



Several years ago Arnold inherited over 1,000 acres of 
la^^d in Wyoming from his uncle. When he went to look 
at it, he found it was on the side of a mountain about 50 
miles from any town. The soil was loose, rocky, and 
nothing grew on it except a few weeds. When Arnold 
climbed up the mountain, he kept slipping and getting 
dirty. He was really depressed. He didn't think the land 
was worth anything. While he was climbing, he picked 
up an interesting looking rock and took it home with 
him. Later he put the rock on a shelf and didn't think 
any more about it for many months. 

The next winter Ainold invited a friend who was a 
geologist to visit him. The friend happened to notice 
Arnold's rock and became very excited. He identified it 
as a fossil of a brachiopod from the Cambrian period. He 
said it was one of the best specimens he had ever seen 
and was certainly worth $10 to $20. Arnold thought 
there might be some value in the land after all. 

The following summer Arnold went back to Wyoming 
and climbed all over his property. He found ten fossils 
the first day he was there just by looking around the 
bottom of his land. On the following days he went farther 



up the hill and found more specimens. Arnold discovered 
that he could expect to find about five fossils per acre, 
but the farther up the mountain he went, the more 
trouble they were to find. Arnold gathered about a hun- 
dred specimens and sold them to a scientific supply firm 
for $10 each. The money paid for the cost of his trip 
($500) and left him several hundred dollars. Arnold 
thought this was the end of his business because he 
assumed he had found most of the fossils he could with- 
out actually digging up his land. 

A year later Arnold passed by his land and stopped 
to look. To his surprise he found that erosion had uncov- 
ered more fossils. He realized he would be able to "har- 
vest" fossils from his property every year. He could 
really run it like a business. 

This year Arnold took time off from his job where he 
earns $20 an hour and spent five weeks in June and July 
on his property. He careailly timed himself as he looked 
for specimens. 

Ke organized the information he gathered on the 
table below. 



ERLC 



Fossils found 


Time spent 


first 100 


20 hours 


next 100 


30 LiOre hours 


next 100 


40 more hours 


next 100 


50 more hours 


next 100 


60 more hours 


Total found = 500 


Total hours = 200 



(Continued) 
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After collecting 500 specimens, Arnold went home to his regular job. He sold them for $5,000. Arnold's trip cost 
^ $750 ($500 transportation and $50 a week for the five weeks), plus his lost salary from his regular job ($20 x 40 
*ours X 5 weeks = $4,000). 

He wants to figure out how much time he should take off next year to look for fossils. 
1. Why did it take Arnold longer and longer to find more fossils? 



2. How does this situation demonstrate the principle of increasing costs of production? 



3. What would you recommend for Arnold? Explain why. 




4. If the scientific supply firm was willing to pay Arnold $15 each, how would it affect the number of specimens he 
would supply? 



5. How does this situation demonstrate the law of supply? 



Name 



ACTIVITY 37 

What is Mppening 
to the supply of goods? 

PAKTl 

Mary runs the only grocery store in a 12-block area of a large city. Many of her customers don't have much income, 
so she finds it difficult to raise her prices without losing sales. She has found over the years that her willingness lo 
supply various items has changed. 

Explain why Mary's supply changed in each of the following situations. 



1. When the cost of electricity went up, she took out one of her tv o freezers and offered fewer frozen foods for 
sale. 



2. When Mary found she could sell candy to elementary school children who were going to school, she restocked 
half her cosmetics shelves with candy. 



3. When Mary found she could rent the store next door for only $650 a month, she increased the size of her store 
and her selection of products oy one half. 



4. When Mary heard that a big grocery-store was going to move in down the block, she stopped renting the store 
next door and cut her selection back to what it had been in the past. 



(Cantimced) 
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PART II 

• Each graph below represents the supply cur\'e for one or more of Mary's products. 
Draw a new line to show what happened to the supply curve in each of the cases on the preceding page. 
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ACTIVITY 38 ^ 

Coinprelwnsion qidZy 
lesson 10 



PART 



From the list below, select the phrase that correctly completes each sentence and write the phrases in the appropriate 
blanks. 

supply increasing cost of production supply curve left 

right additional revenue law of supply additional cost 

1- The states that firms will offer more products for sale at higher prices than at 

lower prices. 



2. Firms will supply more products as long as the of making another item does not 

exceed the generated by the sale of that item. 

3. Firms are often unwilling to supply additional products unless they are able to charge higher prices 
because of . 

4. The number* of items a firm is willing to offer for sale at various prices is called ^ 



5. A graphic representation of the number of items that will be offered for sale at various prices 
is called a 

6. Any event that increases the cost of production will cause the supply curve for that product to 
shift to the . 

(Continued) 
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MRT II 

Base your answers to the following on the graph to the y-dght. 

7. How many pairs of socks would be supplied at a 
price of $4? 

pairs 



8. If there was a sickness that killed many sheep, 
would the supply curve for wool socks shift t%the 
left or to the right? 

It would move to the . 



Pnco Supply of Wool Socks 
$5 



$4 



$3 



$2 



$1 
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9. Explain how the law of supply is demonstrated by the graph. 



2 4 6 

Ouanlhy 



8 10 
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ACTIVITY 39 



Demand for a/ppl 
and equilibrium 



Assume you want to buy apples for your apple pie bakery . 
The other student you are working with wants to sell 
*^hem. The number of apples you are willing to buy and the 
number he/she is willing to sell depend on the price. 

Below you will find a table that lists possible prices 
for apples in the first column. The next column states 
the number of apples you would be willing to buy at each 



of these prices. The third column is blank. You must fill 
in this column by asking the other student how many 
he/she will sell at each price. The final columns ask you 
whether there would be a surplus or a shortage at each 
price and how large that surplus or shortage would be. 

When you finish the table, answer the questions 
below. 



Demand and Supply for Apples 



Price 



Quantity 
demanded 



Quantity 
supplied 



Surplus 
or shortage 



Amount 



SlO a bushel 


20 bushels 


8 a bush8l 


30 bushels 


6 a bushel 


40 bushels 


4 a bushel 


50 bushels 


2 a bushel 


60 bushels 



1. At what price will the number of bushels of apples supplied and demanded be the same? 



2. How many bushels of apples will be supplied and demanded at this price? 
bushels 

3. Would there be a surplus or a shortage at any higher price? 

There would be a (Contvmed) 
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4. Would there be a surplus or a shortage at any lower price? 
There would be a 

5. Explain why a surplus would tend to force the price down. 



6. Explain why a shortage would tend to force the price up. 



7. Draw demand and supply curves for apples on ♦he aph below using the data on the table you completed on the 
previous page. 



Demand and Supply for Apples 



Price $10 



0 5 10 15 20 



25 30 35 
Quantity 



40 45 50 55 60 
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Name 



ACTIVITY 40 



Supply of apples 
and equilibrium 



As sume you want to sell apples you wUl grow and harvest. 
The other student you are working with wants to buy 
them. The number of apples he or she is willing to buy and 
the number you are willing to sell depend on the price. 

Below you will find a table that lists possible prices 
for applies in the first column. The next column states 
the number of apples you would be willing to sell at each 



of these prices. The third column is blank. You must fill 
in this column by asking the other student how many he 
or she will buy at eacii price. The final columns ask you 
whether there would be a surplus or a shortage at each 
price and how large that surplus or shortage would be. 

When you finish the table, answer the questions 
below. 



Price 



Demand and Supply for Apples 



Quantity 
supplied 



Quar.tity 
demanded 



Surplus 
or shortage 



Amount 



$10 a bushel 


60 bushels 




8 a bushel 


50 bushels 




6 a bushel 


40 bushels 




4 a bushel 


30 bushels 




2 a bushel 


20 bushels 











1. At what price will the number of bushels of apples supplied and demanded be the same? 



2. How many bushels of apples will be supplied and demanded at this price? 
bushels 



3. Would there be a surplus or a shoilage at any higher price? 
There would be a . 



(Continued) 
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4, Would there be a surplus or a shortage at any lower price? 
There would be a 

5. Explain why a surplus would tend to force the price down. 



6. Explal why a shortage would tend to ibrce the price up. 



7, Draw demand and supply curves for apples on the graph below using the data on the table you completed nn the 
previous page. 



Demand and Supply for Apples 



Price $10 
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ACTIVITY 41 

The demand and supply 
for "Kookies" 



A bakery has decided to sell large chocolate chip cookies 
it calls "KooWes'' to local students. 

A survey was taken among students who attend a 
nearby school. The results are provided on the table 
below. (Your teacher may ask you to use the data you 



gathered in your own class if you did Lesson No. 8.) The 
number of cookies the bakery would be willing to supply 
at different prices is listed in the table. 

Study this information and answer the following 
questions. 



The quantity demande i The quantity 

would be (use the blank supplied 
At this price for your class's values) would be 



$ .20 each 


1,100 


.40 each 


900 


.60 each 


700 


.80 each 


500 


1.00 each 


300 



none 
500 
700 
900 

1,100 



1. At a price of 80 cents, how many "Kookies" would be demanded? 

2. At a price of 80 cents, how many "Kookies" would be supplied? 

3. Would there be a surplus or a shortage of "Kookies" at a price of 80 cents? 
There would be a of "Kookies." 

4. How large would the surplus or shortage be? 

5. Would the price tend to go up or go down from 80 cents? 

6. What is the equilibrium price in this example? 

(Continued) 
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7. What quantity of "Kookios" will be sold at the equilibrium nrice? 



8. Use the data from the table to draw a graph of the demand and supply of "Kookies " 



Price 
$1.00 

.80 

.60 

.40 



Demand and Supply of "Kookies" 



.20 



0 100 200 300 400 500 600 700 800 900 1,000 1,100 

Quantity 
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ACTIVITY 42 




Demand and supply table 

Fii} in the grid below by writing the correct term in each box: 

"Move left"— "Move right"— or "Stay the same" for demand and supply. 

"Increase"— "Stay the same"— or "Decrease" for the equilibrium price. 



Event 



The demand curve 
would 



The supply curve 
would 



The equilibrium 
price would 



The weekly allowance of 
students who buy "Kookies" 
goes up by $5 



One of the cooks in the 
baker/ quits and the others 
have more work to do 



Another store that sold 
snacks to students in the 
area goes out of business 



The cost of gas to heat the 
bakery's ovens goes down 
50% 



The head cook in the 
school cafeteria gets sick 
and is replaced by a cook 
who makes awful food 



There is a 25% increase in 
the cost of tiour 
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ACTIVITY 43 

Comprehension quiz, 
lesson 11 



0 



RARTI 

1. At a price above the equilibrium price, there will be: 

a. a shortage of the product 

b. a surplus of the product 

c. as many products demanded as supplied 



2. At the market equilibrium price, we: 

a. know the firm is earning a profit 

b. know the firm is making a loss 

c. don't know if the firm is earning a profit 
or making a loss 



3. If there is a shortage of a product, then its cun-ent 
price is: 

a. above the equilibrium price 
RARTii 

Base your answers to the folio vving on the graph to the 
6. What is the equilibrium price for wool socks? 



b. below the equilibrium price 

c. equal to the equilibrium price 

4. If many more people want to buy a product, its de- 
mand curve will move to the right and its equilibrium 
price will: 

a. go up 

b. stay the same 

c. go down 

5. If the cost of making a product increases, its supply 
curve will move to the left and its equilibrium price 
will: 

a. go up 

b. stay the same 

c. go down 



right. 



Price 
$5 



7. How many pairs of socks will be bought and sold at 
the equilibrium price? 

pairs of socks 



8. At a price of $4, would there be a surplus or a short- 
age of wool socks? 

There would be a 



9. How large would this surplus or shortage be? 
pairs of socks 



$4 



$3 



%2 



$1 



Demand and Supply 
for Wool Socks 
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ACTIVITY 44 

How big is the prcfit 
slice of pie? 

INSTRUCTIONS 

Assume that you are the owner of a successful retail store, and the circle (pie) below represents the total revenue 
for one year. 

Out of the revenue earned, you must pay for the merchandise you sold. You must also pay operating expenses. Of 
course, you also expect to make a profit. 

Divide the circle (pie) to show what portion of the total revenue you think will be profit, what portion ynH be used 
to pay for merchandise, and what portion will be needed for operating expenses. 

a. To begin, mark off and label a slice of pie to represent the amount of profit you would 
expect to epjm. 

b. Then mark off and label a slice to represent payment for the merchandise sold. 

c. The slice left represents , le amount set aside for operating expenses. Do you think 
you have set aside enough for all the expenses associated v/ith operating a business? 

d. Make any adjustme: ts in the three portions of the pie. that you think are necessary. 
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ACTIVITY 45 



How is the pie divided? 
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ACTIVITY 46 

Fixed and variable costs 



Sharon has wanted to own her own pottery shop for a 
long time. Last year she inherited $30,000 from her 
unole. She used the money to go into business. She 
wcrked 50 hours every week making pots and running 
tbi store. 



At the end of the year, she figured out her profit and 
was very disappointed. She wrote down all the informa- 
tion she gathered on a sheet of paper and tried to decide 
what she could do to improve her earnings. 

Study the data and answer the questions below. 



Total revenue (5,000 pots x $10 each) $50,000 

Investment in equipment 15,000 

Investment in remodeling rented store 5,000 

Cost of clay and other materials used 0,000 

Cost of electricity and utilities 3,200 

Wages and benefits for one part-time helper 6,400 

Rent 4,800 

Insurance 1,200 

Advertising...: 1,800 

Bookkeeping service 3,600 

Other costs 2,000 

Total Expenditures 52,000 



1. Identify Sharon s costs as fixed, variable, or Uiixed by writing the correct word in the blank after each cost line. 

2. How do you think Sharon should account for the value of her own time and labor? 



(Continued) 
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.3. How much do you think Sharon could have earned if she had deposited her $30,000 in a bank? 

4. Sharon looked at what she spent and what she took in and figured she had lost $2,000. Why was she wrong? 



5. If Sharv.<i doesn't think her business is going to get any better, should she stay in business? Explain why, or why 
not. 
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ACTIVITY 47 

Profit pi 'ojectkm form 



PART i 

Suppose your club wants to earn money by selling quar- will be supplied free by memhers of the club. You need 

ter-pound hamburgers at local basketball games. to predict your costs and profits. Complete the form 

You believe you could sell 3,000 hamburgers during below, 

the 12-game season at a price of $1.50 each. You must Check the prices at your local grocery stores for the 

rent a booth at the gymnasium for $50 p^r night. Labor food items included on the list. 

Rent for a booth for 12 nights $ 

Cost of ground beef for 3,000 hamburgers 

Cost of 3,000 hamburger buns $ 

Ketchup (one 32 oz. bottle per 50 hamburgers) $ 

Mustard (one 16 oz. bottle per 100 hamburgers) $ 

Pickles (one 32 oz. bottle per 50 hamburgers) $ 

Onions (one pound per 50 hamburgers) $ 

Paper napkins (one per hamburger) $ 

I Total cost of producing 3,000 hamburgers $ 

I Total revenue for selling 3,000 hamburgers $ 

Profit or loss $ 

RART li 



Based on your projections for profit (or loss), would you recommend that your club sell hamburgers to earn money 
or would you recommend that they undertake some other activity? Why or why not? 
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ACTIVITY 48 



Deciding on a cluh enterprise 



1. Suppose your club wants to earn money by selling quarter-pound hamburgers at local basketball games. 

You believe you could sell 3,000 hamburgers during the 12-game season at a price of $1.50 each. You must rent 
a booth at the gymnasium for $50 per night. Labor will be supplied free by members of the club. You need to 
predict your costs anci profits. Complete the form below. 

Check the prices at > ?ur local grocery stores for the food items included on the list. 



Rent for a booth for 12 nights $. 

Cost of ground beef for 3,000 hamburgers $_ 



Cost of 3,000 hamburger buns $_ 



Ketchup (one 32 oz. bottle per 50 hamburgers) $. 



Mustard (one 16 oz. bottle per 100 hamburgers) $- 



Pickles (one 32 oz. bottle per 50 hamburgers) $. 



Onions (one pound per 50 hamburgers) $. 



Paper napkins (one per hamburger) $. 



( 



Total cost of producing 3,000 hamburgers 



Total revenue for selling 3,000 hamburgers $_ 



Profit or loss $- 



2. Identify each of the costs above as fixed or variable by placing the letter "F" or "V* in the parentheses at the 
end of each cost line. 



3. If you had to pay workers a total salary of $100 a night instead of having volunteers from your club, what would 
happen to your profits? Should you continue to sell hamburgers in this.case? Explain your answar. 
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ACTIVITY 49 

Compmkension quiz, 
lesson 12 



MRT I 

Complete the following by circling the letter of the best 
answer. 

L The correct formula for finding a firm's profit is: 
d. profit = total revenue total cost 

b. profit = (price x number sold) - cost per item 

c. profit = (cost per item - price) x number sold 

2. Many entrepreneurs overestimate their profits be- 
cause they: 

a. don't keep records of their sales 

b. don't consider the value of their time 

c. don't try to control their labor costs 



PART II 



3. Resources tend to flow to firms that are efficient and 
profitable because: 

a. they have a greater need for those resources 

b. they use those resources more quickly 

c. they can afford to pay for those resources 

4. If the owners of a firm have no expectation of ever 
earning a profit, they should: 

a. go out of business and put their money 
in a bank 

b. try to merge their business with 
another larger firm 

c. lower their prices so they can sell 
more items 



Joe makes deliveries in the evening and on Saturdays for a local drug store. By carrying the items, he earned $80 
iach week. He saved his money until he had $4,000. Joe decided to buy a used car with his money. By driving the 
car, he is able to deliver more items and now earns $120 a week. Joe believes the car was a wise investment. Write 
a brief essay that explains why Joe probably is wrong. 
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ACTIVITY 50 

Types of hjLsiyiess organizations 



Sole proprietorship 

A form of business organization that is owned 
and managed by one individual who assumes 
all risk of loss and receives all profits. 

Partnership 

A form of business organization that is owned 
by two or more individuals who assume all risk 
of loss and receive all profit. 

Corporation 

A form of business organization that is created 

by laW) functions as a separate legal entity^ 
and is owned by two or more individuals called 
stockholders. Stockholders are at risk only for 
the amount of their financial investment. 
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ACTIVITY 51 

Advantages and disadvantages 

of types 

of Gionership 



Forms of ownership 


Advantages 


Disadvantages 


Sole proprietorship 


1. Low start-up costs 

2. Greatest freedom 

3. All profits to owner 

4. Owner in direct control 


L Unlimited liabiliiy 

2. Lack of continuity 

3. Difficulty in raising capital 


Partnership 


1. Easy to form 

2. Low start-up costs 

3. Divided authority 


L Unlimited liability 

2. Lack of continuity 

3. Divided aut'nority 

4. Difficulty in finding suitable partner 


Corporation 


L Limited liability 

2. Specialized management 

3. Ease of raising eapi'^al 


L Close regulation 

2. Most expensive to organize 

3. Extensive record-keeping 


Franchise 


L Smaller than usual capital investment 

2. Prior public acceptance of product 

3. Better than average profit margins 

4. Management assistance 


L Possible high franchisor fee 

?. Some loss of independence 

3. Possible difficulties m cancelling contract 



• 
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ACTiVIYY 52 

Entrepreneur ship 
iiterview guide 



1. Name of ent. -eneur 

2. Name of entrepreneur's business 

3. Type of business organization 

4. List products of business (goods and/or services) 

5. Number of employees 

6. List benefits of business to society 

7. Chart growth of business since its inception 

8. Challenges in operating the business 
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ACTIVITY 53 

What's the rate of interest? 

iNSTRUCTIOMS 

Please visit a local bank to determine the interest rate that they provide savers and charge borrowers on various 
types of accounts. For each option below, give a short description of the savings plan or loan in addicion to the rate. 

Savings Plans 

L Savings account 
Rate 

Description 



11. Money market account 

Rate 

Description 



III. Certificate of deposit 

Rate 

Description 



IV. Other 

R?"e 

Description 



(Continued) 
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L Personal loan 

Rate 

Description - 



Types of Loans 



IL Commercial loan 

Rate 

Description 



IILCar loan 

Rate 

Description 




IV. Mortgage loan 

Rate 

Description ^ 



V. Other 

Rate 

Description 



• 
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ACTIVITY 54 



Interest rates 

and expected returns 

INSTRUCTIONS 

Write the current prime interest rate in the appropriate space in the fourth paragraph. 

Calculate the total interest rate and write this number in the appropriate space in the fouTvh paragraph. 



Ted and Mary opened a florist shop about two years ago. 
Their business has been quite successful, and they are 
thinking about expanding. They would like to move out 
of their rented store into a larger building of their own. 
They need a delivery truck and a new cooler so they can 
keep more flov.'ers for their growing sale?,. 

Finally, they would like to replace their old mechani- 
cal cash register mih a new electronic one that would 
help keep inventory, tax records, and other r'^counting 
data for thfe business. 

Ted and Mary have assets worth $140,000, which they 
could borrow against (their home and a rental property). 



and $20,000 in cash. Their finn earned $40,000 after 
taxes on total sales of $320,000 in the past year, most of 
which they used to support themselves. 

They went to several banks that all told them the 
same thing. They could borrow up to $150,000 at the 

prime irtvrest rate (currently %) olus an addi- 

tL lal 2% for a total interest rate of %. 

Mary has studied each possible investment and has es- 
timated the return they could be expected to generate. 

She has listed her findings on the table below. 

Study the data provided in the table below and 
answer the questions that follow. 



Investhient 


Cost 


Expected 
return 


New building 


$110,000 


15% 


Delivery truck 


16,000 


17% 


New cooler 


8,000 


33% 


New cash register and 






mventory system 


6,000 


11% 



1. Which of these investmeiitb should Ted and Mary make at the interest rate they have to pay? (Assume her 
predictions are correct.) 



(Continued) 
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2. Explain why firms should always consider expected returns a id interest rates before they borrow money to 
niake investments. 



3. Do you believe Ted and Mary should spend all of the $20,000 they have saved before they borrow from a bank? 
Explain your answer. 



4. If the prime interest rate increased by 3% after Ted and Mary borrow $150,000 from the bank, how much more 
would they be forced to pay in interest this year if they had a loan that varied with the increase or decrease of 
the market interest rates? How important do you believe this might be to the financial success of their business? 
Explain your answer. 

Assuming the new and higher rate remains in effect for a year, it will cost $ more in interest this 

year- (Amount borrowed x .03 = answer) 



188 

77 



Name 



ACTIVITY 55 

ComprehemuM quiZy 
lesson U 



PARTi 

Answer the following by circling the letter of the best 
answer. 

1. The rate of interest that a borrower must pay de- 
pends on all of the following EXCEPT: 

a. the risk of the loan not being paid back 

b. the value of collateral the borrower owns 

c. the price of the products the borrower sells 

2. A firm should: borrow money to pay for a new machine 
if its expected rate of return is: 

a. greater than the interest rate 

b. equal to the interest rate 

c. less than the interest rate 

3. Banks earn money by paying depositors: 

a. a lower interest rate than they charge 
borrowers 

PART IB 



b. the same interest rate that they charge 
borrowers 

c. a higher interest rate than they charge 
borrowers 

4. Lenders demand interest to compensate themselves 
for: 

a. the risk they are taking 

b. giving up the use of their money at the 
present time 

' c. both a and b 

5. If the economy is doing well and most businesses 
expect their profits to grow, we should expect the 
amount cf money borrowed to: 

a. decrease 

b. increase 

c. stay the same 



A business named / malgamated Applesauce, Inc. has three investments it is considering borrowing money to 
finance. At the present time it must pay 15% for any money it borrows. However, if the prime interest rate goes 
up or down in the future, the rate the company must pay will also xise or fall. The investments the company is 
considering are: 

a steam ccoker which should return 12% a year 

a canning machine which should return 18% a year 

a machine that puts cans in boxes which should return 15% a year 

6. Decide if the firm should or shauld not borrow to make the investment indicated. Underline the action you think 
the firm should take and explain yom* decision. 

a. The firm (should/should not) buy the steam cooker because 



(Coniintied) 
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b. The firm (should/should not) buy the canning machine because 




c. The firm (should/should not) buy the boxing machine because 



7. Explain why it is important for firms who borrow money to be aware of trends in interest rates. 
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ACTIVITY 56 

The lawn ^nd garden doctors 



When Joe graduated from high school, he couldn't find 
a job he wanted so he went into business for himself 
cutting grass. He bought a used truck, a used lawn 
tractor, and a number of hand tools. Everything he 
needed cost just over $8,000. Joe went door to door 
asking people if they would like him to cut their grass. 
Joe discovered there were at least eight other lawn 
services doing business in town. Most people who 
wanted to have their grass cut abeady had a different 
firm doing it. 

At first Joe tried to charge high prices because he 
thought this would allow him to pay his bills and earn 
a good profit. Many people he called on told him his 
competitors* prices were much lower. Joe decided to 
lower his prices and soon he had quite a few customers. 
In order to cut all the lawns he had agreed to do, Joe 
had to work quickly and didn't do good job. Some of 
his customers told him not to come back because his 
work wasn't as good as they expected. Finally Joe ended 
up charging the same price as the other lawn services 



and did the same quality work. Joe wasn't happy because 
he wasn't making much money. 

Joe decided he had to do something to impi >ve his 
profits. He contacted a friend named Frank, who ran a 
business caring for ornamental plants. When Joe went 
to a customer's home to cut the grass, Frank came along 
and examined the owner's plants. When he was ready 
to leave, Joe gave the owner a free list i'Vank had made 
of plant problems along with suggestions for how the 
plants could be made healthy. 

Most of his customers were happy to have the list. 
Some of them hired Frank to take care of their plants. 
Joe and Frank became partners and found they could 
charge higher prices because their lawn service had 
more to offer than that of their competition. Word of 
Joe's new service spread and he soon had many new 
customers. Joe and Frank changed the name of the busi- 
ness to "The Lawn & Garden Doctors'' and advertised 
their special service in local newspapers. They now own 
the most successful lawn service in town. 



1. What happened to Joe's business when he charged more than other firms? 

2. What happened to Joe's business when he did low-quality work? 

3. Explain how you know the business Joe started was in a competitive market. 

4. Why do firms in competitive markets often have low profit margins? 

5. What did Joe and Frank do that allowed them to charge higher prices and still have more customers? 

1 

6. Explain why their nev; business is an example of monopolistic competition. 
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ACTIVITY 57 



The market for pain relievers 

Most products sold as pain relievers contain one or more of four basic ingredients. These are: 

• aspirin (acetylsalicylic acid) • ibuprofen 

• acetaminophen • caffeine 

Go to a local store and survey the pain relievers offered for sale. Complete a form for each product. When you have 

finished, identify specific advertisements you have seen or heard for each product. 

Consider how the manufacturer is trying to distinguish its product from other similar products. 

Product's name Price per 100 



Active ingredients 



Is this product advertised? If so, how? 



Product's name Price per 100 



Active ingredients 



is this product advertised? If so, how? 



Product's name Price per 100 

Active ingredients . 



Is this product advertised? If so, how? 



Product's name Price per 100 

Active ingredients 



is this product advertised? If so, how? 
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ACTIVITY 58 



Pizzas 



In most areas there are many businesses that offer pizza for sale. 

Identify three specific pizza restaurants in your neighborhood. Find the following information for each store and 
answer the questions below. 

When you visit the stores, try to look at the quality of their pizza. 



Store No. 1: 



Price of 12-inch pepperoni pizza: 



Price of each additional topping: 



This store tries to differentiate its 
pizza from competing stores by: 



Store No. 2: 



Price of 12-inch pepperoni pizza: 
$ 

Price of each additional topping: 
$ 

This store tries to differentiate its 
pizza from competing stores by: 



Store No. 3: 



Price of 12-iiich pepperoni pizza: 
$ 

Price of each additional topping: 
$ 

This store tries to differentiate its 
pizza from competing stores by: 



1. How much difference is there in the prices the stores charge for their pizza? 



2. Descril^ any differences in the quality of the pizzas. 



3. Describe the degree of success you believe the firms have had in distinguishing their products from each other. 



4. Describe what you would do to try to improve your profit margin if you owned one of these finns. 

m 
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O ACTIVITY 59 



Compmhemion quiZy 
lesson 15 



IMRTI 

Read the statements below. 

Place a "T" in front f each of the statements you think is true anS ignorf) the space below. 

Pl/^e an V"' in front of each of the statements yoa think is false; then write the statement correctly in the space 

provided. 

X. Products offered for sale by firms that sell in the same competitive markets are often quite different. 



2. Competitive ^ttis are often called "price takers" because their customers are forced to "take" 
v;hatever prico they charge. 



3. Firms that sell in the same competitive market all charge about the same price. 

• 

4. Competitive firms often try to achieve product differentiation. 



5. Firms in monopolistic competition are more likely to earn good profits than competitive firms because 
their products are more important. 



(Continued) 
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PART I! 

6. Explain two reasons why most single proprietorships do business in competitive markets, 
a. 



b. 



7. Describe one specific example you know of in which a firm has tried to distinguish its products from others that 
are really much the same. 
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ACTIVITY 60 

Cirmlarflow inodeV 



Resource Owners 



Monoy Payments (Sales Dollars) • 

THE PRODUCT MARKET 
• Flnlshod Goods and Scrvlcas - 



Business Firms 



7 



• • • • •mmm^^ Productive Sorvicos 

THE FACTOR MARKET 
Money Income Payments (Wages, Rents, Interest, Pro(lt) 



*Source. A Framework for Teaching the Basic Concepts, ® Joint Council on Economic Education, New York, NY., p.23. 
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ACTIVITY 61 

The handprint bminess 

Your teacher has drawn four 3-fooc-square boxes on the board. Some of your classmates are going into the 
"handprint*' business. 

Your teacher will pay $.50 (pretend) for each traced handprint that is of reasonable quality and does not overlap 
any other handprint. 

In the first box one student will have one minute to trace as many of his or her handprints as possible. The student 
is paid a wage of $5 (pretend). When the minute is up, add the number pf prints made and see how much money 
was taken in, compared to the cjst of the worker, and how much was earned in profit. 

Reoeat the process in each of the next three boxes, adding one more student/worker for each box. Remember each 
added worker must be paid the $5 wage. Complete the table below to help you answer the following questions. 

When there the number they the worker(s) the amount 

were this of prints xv^re were of money 

many workers made was worth paid earned was 



1 



2 



3 



4 



1. What happened to the number of additional prints produced as extra workers were hired? 



2. What happened to the value of ?dded workers? 



3, Why did this happen? 



t^oKw Yor?^^ ^^^'^^^^'^^ ""'^"^ ^'^^^^PreneuTship, Teaching Strategies O Joint Council on Economic Educa- 
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ACTIVITY 62 



ShaTxm's firewood 



Sharon is an elderly wonian who owns 40 acres of wood- 
land in rural Iowa. Sharon is too old to do much work 
herself. Two years ago a tornado blew down most of the 
trees on her land. Sharon was upset but tb'*,ight there 
was little she could do about it. A few wecKo ago, one 
of Sharon's friends suggested she hire some local high 
school btudents to cut the trees up and sell them for 
firewood. The man said she could probably get $45 for 
each cord of wood, and most of the local fanriers would 
be willing to pick it up from her home. 

^haron decided to try t^-^ idea. She hired her neigh- 
bor's 17-year-old son Tim 1 ?.greed to pay him $5 an 
hour to cut wood for eight i-^urs on Saturday. He used 
a 6-foot-long cross-cut saw she owned anu a hand ^xe. 
Working all day, he managed to cut one cord of wood, 
which Sharon sold for $45. Sharor paid Tim $40, which 
kll her $5 in profit. She decided to try it again. This time 
Sharon asked Tim to bring one of his friends to help. To 

1. Complete the following table. 



her surpnse, Tim and his friend were able to cut four 
cords of wood working together. They explained that the 
saw was really too big for one person, but the two of them 
together could just ''whip" right through those logs. 
Sharon was thrilled. She paid the boys a total of $80 and 
sold the wood for $180, earning $100. Sharon IM the boys 
to come back the next time and bring another friend. 

The following Saturday, the three boys cut six cords 
of wood. Sharon increased her employment one more 
time to four boys but discovered they cut six cords, just 
the same as the three boys had cut the week before. She 
became a:2gry at them and accused them of being lazy. 
They denied it and .said there really wasn't much for the 
fourth boy to do while two boys , ed the saw and one 
the axe. She decided to k^ep on with her business but 
to employ only three boys. 

Consider the information above and answ . the 
following questions. 



When Sharon 

had this 
many workers 



they cut 
this many 
cords 



she paid 

them 
this much 



she sold 
the wood 
for 



and 
earned 



1 

2 
3 
4 



2. How does this situation demonstrate the principle of diminishing margii^al producti^'Hy? 



{Contimied) 
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3. Why couldn't four boys cut any more wood than the three? 



4. What might Sharon have done to increase the value of the fourth boy? 



5. If Sharon found she could sell only four cords of wood a week, how many boys should she hire? 

6. How does this example demonstrate the fact that the demand for labor is a derived demand? 



7. Identify an example of each of the four factors of production in this story. 

Land 

Labor 

Capital 

Entrepreneurship 
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ACTIVITY 63 

Ccyniiorehemkm quiZy 
lesson 16 

PARTI 

Answer the following by placing the letter of the coxrect definition in the blank in front of each term. 



Term 

1. derived demand 

2. diminishing marginal productivity 

3. factors of production 

4. total revenue 

5. total cost 

6. profit margin 



Definition 

A. the price a finn charges for its products 
times the number sold 

B. thmgs used to produce other goods and 
services 

C. a willingness to purchase a factor of produc- 
tion that depends on a firm's ability to seil 
its product 

D. the difference between the arnount a firm 
takes in when it sells its product and the 
amount it spends to make ihe product 

E. asmoreworkc s are hired, a point is reached 
where each additional worker results in ever 
smaller amounts of additional production 

F. the amount spent by a firm to be able to 
offer goods for sale 

PART li 

Read the story below and answer the following questions. 

The Apex Golf Ball Co. hus had a good ye^r. It has been able to sell as many balls 
for $1 e "h as it could manufacture. 

To make golf balls, the firm must pay for labor plus $.40 per ball for other expenses. 
At the start of the year, the company employed 10 workers who were paid $60 a 
day including ail fringe benefits. During the year more workers were hired, one at 
a time, until there were 15 workers. The company didn't buy any more machines 
to make balls. 

The owners gathered data about what happened and organized it in the table below. 
They cried to analyze the information but aren't sure what it means. They have 
asked you to study their data and answer the questions that follow. 



e 



(Contimied) 
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Apex Golf Balls Financial Data 





Dcailo 






Total 


Total 




Worifers 


per day 


per day 


costs 


wages 


cost 


proftt 


10 


4.000 


$4,000 


$1,600 


$600 


$ 2.200 


$1,800 


11 


4.350 


4.350 


1.740 


660 


2,400 




12 


4.650 


4.650 


1.860 


720 


2.580 




13 


4.800 


4,800 


1.920 


780 


2.700 




14 


4.900 


4.900 


1.C60 


840 


2,800 




15 


4.950 


4.950 


1.980 


900 


2.880 





7. Fill in the total profit column by subtracting the amount in each total cost column from the corresponding 
amount in the sales per day column. The first one has been done as an example. 

OWNER QUESTIONS 

8. Why does the number of additional products produced keep going down as v/e hire more workers? 



9. How many workei;5 shouJd have been hired? 



10. What is the most profit that could be earned in a day? 



11. We expect the cost of our raw materials to go up to $.50 per ball. What should we do to protect our profit 
margin? 
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ACTIVITY 64 



Effects of government 

on the ent7^pmneurial enter}, rise 

INSTRUCTIONS 

Imagine that the follo\ving statements are headlines of articles. Each of them relates to governmental intervention 
in the marketplace, especially for the small business owner. For each heaHiir indicate the following: 

a. Why the government has intervened 

b. What effect the intervention has on the owners of small businesses who ixe affect i by the action 

I. Restaurants closed by public health inspector because of cleanliness violations 

Reasoning for interve:4cion 



Effects on small businesses 



2. Government program provides free advice to entrepreneurs 
Reasoning for intervention 



Effects on small businesses 



9 1B2 



(Continued) 
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3. Minimum wage increased— affects many area small businesses 
Reasoning for intervention 



Effects on small businesses 



4. Inexpensive courses in small business management funded by the government 
Reasoning for inten^ention 

Effects on small businesses 



5, Area firms install n^w equipment to make work areas safer 
Reasoning for intervention 

Effects on small businesses 



6. Area firm fined by government for using misleading advertising 
Reasoning for intervention 

Effects on smaii usinesses ' 



(Continued) 



7. Based on the previous instances of government intervention, complete the following statement: 
Government affects small businesses in a number of ways. Some activities, such as _ 



. encourage small business development. If these activities 



are successful, the direct cobts of these activities to the firm are less than the increased profitability that results. 
In other instances, government contributes to the cost of dohig business. Examples include 



Generally, thes.i forms of intervention i\re meant to protect or aid a particular group who works for 
or buys goods and services from small businesses. 

8. Many entrepreneurs believe there are too many regulations aimed at small business. They believe we should 
have more of a laissez-faire economy. V/hy do you think this belief is held by many entrepreneurs? 
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ACTIVITY 65 

Batesville 



INSTRUCTIONS 

Read the story and answer the questions below. 

Batesville is a rural town in the Midwest with a hig! 
rate of unemployment. The only industry in town, ix 
chair factory, closed down four years ago. Since then 
many of the people who lived in Batesville have moved 
away. Nearly everyone feels poor and depressed. 

Last week some industrialists from Chicago came to 
Batesville to announce that they wanted to manufacture 
fertilizer in the building the chair business once owned. 
They said rebuilding the plant would require an invest- 
ment of over $20,000,000 and employ 120 people. When 
the factory finally goes into production, it would create 
45 full-time jobs and put about $1,300,000 into the local 
economy every year. 

At first almost everyon- was happy with the pro- 



posal. ^jiT.e even suggested to the town leaders that 
reduced prop»;rty taxes should be given to the firm for 
the first 16 years to make sure that it moves to Bates- 
ville. Others were a bit mere skeptical. They were con- 
cerned about the effect that fertilizer production would 
have on the quality of their air and water. Residents 
with homes located close to the former chair factory 
were concerned about their property values if the fertil- 
izer firm moved in. 

A town meeting was called to discuss the matter. The 
various points were presented. 

Please clarify various v'*ew;points by answering the 
following quesaons. 



1. One person Indicated there at 3 tremendous benefits to almost everyone in Batesville. Therefore, the town bl.ould 
provide this reduction of property taxes in order to encourage the firm to locate their operation in Batesville. 

a. In what wavs would the entire town bv)nefit if the firm moved into Batesville? 



b. ^Tiy is the property tax reduction a way to get almost everyone in the community contributing to the 
incentive for the iirm? 



2f;[; (Contimied) 
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2. A presenter also mentions that some of the citizens brought up concerns that focus on additional costs to the 
residents because of the presence of the new fertilizer plant. 



a. What additional costs are generated to all residents of Batesville if the plant creates considerable air and 
water pollution? 



b. What additional costs are generated to the residents of homes close to the old chair factory if the fertilizer 
business moves into Batesville? 



c. How can government alleviate those concerns? 



(Continued) 
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3. As seen here, government intervention can lead to activities that encourage businesses and discourage bushiesses. 
Explain what this means in relationship to this situation. 



4. From what you have read, do you think the plant should he converted to produce fertilizer in Batesville? Explain 
your answer. 
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ACTIVITY 66 



Ccymjmhensim quiZy 
lesson 17 



ANSWER THE QUESTIONS BELOW: 

1. Name three ways in which government can decrease the costs of a small business and provide reasons why 
government would provide these benefits. 



2. Name three instances in which government can increase the costs of a small bu Iness and provide reasons why 
government would put these actions into effect. 




3. Sometimes ' he interests of the small business owner conflict with the in ten ots of others in the society , such as the 
consumer, ,e wage earner, or the general citizen. Provide three example© showing how this principle is true. 



New business development in a community has many advantages, such as mure income in ..le community, more 
tax revenue, and mo* jobs. There can also be a negative side for new business development. Name at least 
three disadvantages that may be present in new business development. 
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